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ECONOMIC  DISLOCATION  AND  WORKER 
ADJUSTMENT  ASSISTANCE  ACT 


TUESDAY,  MARCH  10,  1987 

U.S.  Senate, 
Subcommittee  on  Labor  and 
Subcommittee  on  Employment  and  Productivity, 

OF  THE  CJOMMITTEE  ON  LaBOR  AND  HUMAN  RESOURCES, 

Washington^  DC. 

The  Joint  Hearing  convened,  pursuant  to  notice,  at  10:05  a.m.,  in 
room  SD-430,  Dirksen  Senate  Office  Building,  Senator  Howard  M. 
Metzenbaum  (Chairman  of  the  Subcommittee  on  Labor),  and  Sena- 
tor Paul  Simon  (Chairman  of  the  Subcommittee  on  Employment 
and  Productivity)  presiding. 

Present:  Senators  Metzenbaum,  Simon,  Quayle,  Hatch,  Hum- 
phrey, Harkin,  and  Adams. 

OPENING  STATEMENT  OF  SENATOR  METZENBAUM 
Senator  Metzenbaum.  Good  morning. 

Today  we  are  holding  the  first  of  two  joint  hearings  of  the  Sub- 
committee on  Labor  and  the  Subcommittee  on  Employment  and 
Productivity  to  discuss  Senate  Bill  538,  the  Economic  Dislocation 
and  Worker  Adjustment  Assistance  Act.  Passage  of  this  legislation 
is  critical  if  this  nation  is  to  remain  competitive  in  the  world  econo- 
my. 

Since  1981,  over  11  million  productive  Americans  have  lost  their 
jobs  because  their  plants  have  shut  down  or  their  positions  were 
eliminated. 

While  the  dislocated  workers  of  the  1980s  come  largely  from  the 
manufacturing  sector,  it  should  be  noted  and  emphasized  that  mil- 
lions have  lost  jobs  in  the  service  sector  as  well. 

But  regardless  of  the  type  of  work,  when  these  men  and  women 
lose  their  jobs,  the  loss  is  especially  severe.  One-third  of  those  dis- 
placed since  1981  have  failed  to  find  new  employment.  Often,  they 
lack  the  skills  or  education  to  fill  new  or  emerging  jobs  in  Ameri- 
cans rapidly  changing  economy.  Those  who  are  employed  typically 
receive  lower  earnings  and  often  lack  the  health  insurance  and 
other  benefits  they  had  in  their  former  jobs. 

Some  will  argue  that  the  problem  of  dislocation  affects  primarily 
the  Frost  Beit  States.  But  make  no  mistake,  as  we  will  hear  today, 
this  is  a  national  problem.  From  shoe  factories  in  Maine  to  textile 
mills  in  the  Carolina?;  from  auto  and  steel  plantp  in  Ohio  to  high- 
tech establishments  in  California,  American  workers  face  the  pros- 
pect of  finding  new  jobs  and  new  careers. 

(1) 
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The  charts  behind  me  illustrate  the  national  scope  of  this  prob- 
lem. The  first  chart  shows  the  rate  of  dislocation  due  to  plant  clos- 
ings is  highest  not  in  the  Rust  Belt  area,  but  highest  in  the  South 
and  the  Southwest  and  Mountain  States— this  entire  area  here,  the 
bright  red  areas  on  the  map. 

The  second  chart,  on  mv  right,  demonstrates  that  the  total  dislo- 
cation rate  is  highest  in  the  South  Central  Region— Arkansas,  Lou- 
isiana, Oklahoma,  and  Texas— the  bright  blue  area  on  that  map. 
Both  charts  show  that  the  lowest  dislocation  rates  are  in  New  Eng- 
land and  the  Middle  Atlantic  Regions— all  States  in  the  Frost  Belt. 

The  point  is,  this  is  not  an  issue  that  belongs  just  to  the  Frost 
Belt.  This  is  not  an  issue  that  just  has  to  do  with  the  areas  that  are 
known  as  the  Rust  Belt  areas  of  the  country.  This  is  a  problem 
<hat  affects  the  entire  nation. 

Whether  these  American  workers  are  victims  of  employer  flight 
to  foreign  countries,  pawns  in  the  financial  maneuvering  of  greedy 
Wall  Street  takeover  tycoons,  or  casualties  of  our  growing  inability 
to  compete  in  the  global  economy,  we  must  help  them  secure  re- 
training and  job  placement  assistance.  That  is  what  S.  538  is  all 
about. 

The  bill  contains  $980  million,  a  wise  investment  in  human  cap- 
ital, and  it  should  be  noted,  the  very  amount  that  the  Administra- 
tion has  used  and  has  suggested  for  dealing  with  this  same  prob- 
lem. 

We  believe  that  our  bill  will  hasten  the  return  of  productive 
workers  to  our  economy.  The  bill  has  three  basic  components. 

First,  following  the  recommendations  of  Secretary  Brock's  blue 
ribbon  task  ^-^rce,  the  bill  creates  displaced  worker  units  at  the 
Federal  and  ^ate  levels  to  coordinate  reemployment  assistance 
and  establish  strike  forces  to  move  in  and  to  furnish  rapid  response 
to  specific  plant  problems. 

Second,  again  resi)onding  to  the  blue  ribbon  task  force,  we  re- 
quire employers  to  give  workers  and  local  units  of  government  ad- 
vance notice  of  plant  closings.  Such  notice  is  recognized  by  experts 
as  an  essential  component  of  any  successful  worker  a<ijustment 
program. 

Tne  bill  also  calls  upon  employers  who  plan  to  close  their  plants 
to  consult  with  local  community  leaders  and  employee  representa- 
tives about  the  possibility  of  keeping  these  plants  open. 

The  Chairman  would  be  less  than  candid  if  he  did  not  say  that 
that  portion  of  the  bill  is  the  portion  which  appears  to  be  most  con- 
troversial. But  I  have  difficulty  in  understancfing  what  is  so  horren- 
dous, what  is  so  evil,  what  is  so  cataclysmic  about  giving  notice  and 
consulting  with  employees  as  well  as  the  community.  And  if  in 
some  way  we  have  drafted  the  language  that  makes  it  offensive,  we . 
are  prepared  to  work  with  management,  with  employers,  we  are 
prepared  to  work  with  the  Administration  in  order  to  see  to  it  that 
this  is  an  acceptable  provision. 

^  We  are  not  looking  for  confrontation;  we  are  looking  for  coopera- 
tion to  take  care  of  displaced  workers  in  this  country,  those  who 
have  lost  their  jobs  through  no  fault  of  their  own. 

And  third,  the  bill  directs  the  Secretary  of  Labor  to  establish 
three  demonstration  projects  that  hold  great  promise  in  assisting 
dislocated  workers— a  worker  training  loan  project;  a  project  to  en- 
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courage  workers  to  start  their  own  businesses,  and  a  public  works 
employment  project. 

This  morning  we  will  hear  from  public  officials,  labor  leaders 
and  the  business  community.  I  am  pleased  that  the  insights  of  such 
a  diverse  group  are  being  offered  to  the  community.  Over  the 
coming  weeks,  I  look  forward  to  bipartisan  discussions  designed  to 
address  specific  concerns  with  the  legislation. 

But  let  me  be  clear— this  bill  will  move,  and  it  will  move  quickly. 
We  will  have  another  joint  subcommittee  hearing  on  March  26. 
Senator  Simon  chairs  that  Subcommittee  and  will  be  with  us  short- 
ly. 

At  the  Full  Committee  level.  Senator  Kennedy  wants  this  bill  re- 
ported to  the  Floor  by  early  May,  and  we  fully  intend  to  meet  that 
deadline. 

The  Economic  Dislocation  and  Worker  Adjustment  Assistance 
Act  is  comprehensive  legislation  that  is  in  the  forefront  of  the  cur- 
rent debate  on  competitiveness. 

I  look  forward  to  hearing  the  testimony  today  and  encourage  you 
'to  work  with  us  in  the  coming  days  so  that  we  can  help  put  Amer- 
ica back  to  work. 

At  this  point  we  will  enter  an  opening  statement  by  Senator 
Simon  into  the  record. 

[The  opening  statement  of  Senator  Simoa  follows:] 
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OPENING  STATEMENT  OF  SENATOR  PAUL  SIMON  (D.IL) 

AT  THE  JOINT  HEARINGS  OF  THE 
SUBCOMMITTEE  ON  EMPLOYMENT  AND  PRODUCTIVITY 
AND  THE 
SUBCOMMITTEE  ON  LABOR 

March  10,  1987 

GOOD  MORNING.   I  AM  PLEASED  TO  JOIN  MY  DISTINGUISHED  COLLEAGUE 
FROM  OHIO  IN  CONDUCTING  THESE  JOINT  HE ARINGS  ON  S.   5 38  ^^E 
ECONOMIC  DISLOCATION  AND  WORKER  ADJUSTMENT  ACT  OF  1987!  tSiS 
BILL.   AND  SIMILAR  LEGISLATION  RECOMMENDED  BY  THE 

ADMINISTRATION.  PROPOSES  SIGNIFICANT  MODIFICATIONS  IN  OUR  MAJOR 
^2ESE'J!'JrRTT.\'S'J"Lp%''  DISLOCATED  WORKERS.  T  TrSnGL^  sSppSrT 
lul  BI-PARTISAN  EFFORTS  TO  IMPROVE  THE  PLIGHT  OF  SO  MANY  PEOPLE 
WHO,  FOR  MANY  YEARS,  HAVE  EPITOMIZED  THE  AMERICAN  WORK  ETHIC  AND 
NOW  FIND  THEMSELVES  OUT  OF  WORK  AND  UNABLE  TO  FIND  NEW  eSpLOYMEN? 
THAT  WILL  REWARD  THEM  ON  PAY  DAY   IN  THE  SAME  WAY.  EMPLOYMENT 

of!!r?i?«r"^uc^'''^""  "^"^S         NOT  A  REGIONAL  PROBLEM 

PLAGUING  THE  FROST  BELT  AND  THE  RUST  BELT  AREAS   IN  THE  NORTHEAST 
CORRIDOR  AND  THE  GREAT  MIDWEST.     TH2  PROBLEM  OF  REbSiLdJSc  SSr 
HUMAN  AND   INDUSTRIAL  INFRASTRUCTURE  WILL  NOT  BE  SOLVED  WITH  WORDS 
LIKE  "PRODUCTIVITY"  AND  "COMPETITIVENESS."     IT  CAN  BE  SOLVED  IF 
?RiSr![tYi'"""'  AMERICA  BACK  TO  WORK"  OUR  N^T iSS's  NUMBER  ? 

UNEMPLOYMENT  IN  THE  UN  TED  STATES  HELD  STEADY  IN  FEBRUARY,  FOR 
^uppIii'S?  consecutive  MONTH,  AT  6.7  PER  CENT  ACCORDING  TO  THE 
BUREAU  OF  LABOR  STATISTICS.     WHILE  SOME  APPLAUD  THI5  PLA7EAUING 
OF  THE  UNEMPLOYMENT  RATE,    I  THINK  OF  THE  HUMAN  MISERY  THAT  FACES 
THE     0  MILLION  AMERICANS  WHO  WANT  TO  WORK  aSd  cS^     ?  JhiSk  OF 
THE  11   MILLION  WORKERS  WHO  LOST  THEIR  JOBS  BETWEEN  1981   AND  1985 
MORE  THAN  TWO  MILLION  EACH  YEAR.     I  ALSO  THINK  OF  THE  FINANCIAL 

;Op?rA",'fv%"^L"!'f"''''"''^"  ^^^'^^^  "  COLLAR  WORKERS 

TYPICALLY  EARN  15  PERCENT  LESS  IN  THEIR  NEW  JOBS.     ALMOST  ONE- 
THIRD  TOOK  PAY  CUTS  OF  MORE  THAN  25  PERCENT.     WHILE  WAGES  AREN'T 
EVERYTHING,  OUR  SOCIETY  TENDS  TO  JUDGE  A  PERSON  BY  HOW  MUcSSe  OK 
SHE  MAKES,   HOW  EXPENSIVE  A  CAR  YOU  DRIVE  AND  BY  THE  NEIGHBORHOOD 
YOUR  HOME  IS  LOCATED  IN.     ELIMINATING  A  PERSON' SabI LITY  TO 
PROVIDE  FOR  THEIR  FAMILY  AND  EDUCATE  THEIR  CHILDREN  IS  THF  SHORT 
ROAD  TO  SHAME  —  LOST  WAGES  LEAD  TO  LOST  SELF-RESPECT  AND  ' 
ULTIMATELY  TO  LOST  HOPE. 
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THE  BILL  BEFO^tE  US  TODAY  ADDRESSES  A  PART  OF  THE  PUOBLEK. 
SENATOR  KENNEDY'S  JOBS  FOR  EKFLOYABLE  DEPEKS5NT  X»/DIVXDUALS  OR 
JBDZ  (S.  514)   EMBRACES  ANOTHER  SOLUTION.     THERE  IS  ONE  ADDITIONAL 
STEP  THAT  UE  MUST  TAKE  AS  A  NATION.     THAT  STEP  IS  TO  GUARANTEE  A 
JOB  TO  EVERY  INDIVIDUAL  WHO  UAKTS  TO  WORK.     I  ROPE. THAT  UB  WILL 
TAKE  THAT  STEP. 

I  \00K  FORWARD  TO  HEARING  TODAY' S  WITNESSES.     ON  MARCH  26th,  WE 
WILL  HEAR  ADDITIOKAL  WITNESSES.     MANY  OF  THEM  HAVE  NOT  YET  HAD 
THE  OPPORTUNITY  TO  BE  HEARD.     THEY  ARE  THE  LOCAL  GOVERNMENT 
OFFICIALS,  THE  PRIVATE  INDUSTRY  COUNCIL  MEMBERS  AND  THE 
COMMUNITY-BASED  ORGANIZATIONS  WHO  MAKE  THE  TITLE  III,  JTPA 
PROGRAM  WORK.     I  INTEND  TO  ENSURE  THAT  THIS  PROGRAM,  WITH  SOME  OF 
THE  THE  MODIFICATIONS  RECOMMENDED  BY  THE  ADMINISTRATION  AND  THOSE 
REFLECTED  IN  S.  538,  CONTINUES.     WE  WILL  AMEND  THE  JOB  TRAINING 
AND  PARTNERSHIP  ACT  TO  SEE' THAT  THAT  HAPPENS. 
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MAJOR  REVISIONS  S.  S38  IN  COMBINATION  WITH  DOL'j 
WORKER  REAWUSTKENT  ASSISTANCE  ACT  of  1987 

Partnership  Act  «n<l  win  mdude  .  pl,nt  notification  provision  onl;-. 

*  Vun,"l^l  ^V""?""  ""'"""y  »ech.nl.»  for  .11  non- 
pl.nc  focused  .ervlce  delivery.    The  new  -In-pl.nf  .evice  delivery 
oech.n  «  uIU  be  the  ,t.te  Title  III  office  .nd  the  Worker  Adjustient 
Co«.Ittee..  voluntarily  established  and  «de  up  of  unlon/uorlcer 
repreaentatlves,  aanaf;ei:ent  and  an  unbiased  third  party.    If  a  WAC  l« 
not  voluntarily  established,  then  the  state  offlce'CPu  provide  ^Jn- 
plant    services 'directly. 

*  ^Mi'^rT"^'"  °f  ""^       modified:  (I)  50Z  of  Its  »eabershlp 
"111  be  froa  the  business  sector;  (2)  25  Z  will  be  unions  or 
repre.ent.tlves  of  worker.;  .nd  (3)  25:  will  be  representatives  of 
local  governaent.,  post.econd.ry,  cleoentary  «nd  .econdary  education 

I^VIVJIa  V  °^  non-profit  C0R=«unlty-b.sed  org.nlx.Uon. 

Involved  In  the  delivery  of  services. 

*  There  will  be  «  I5Z  Unit  on  the  dollar  .oount  th.t  an  SDSA  oay  use  In 
providing  benefits  (not  aupportlvc  servlcca),  a  45  day  Halt  on  the 
nuQbcr  of  daya  that  £he  SDA  oay  continue  to  provide  supportive 
■"^f"«  'fter  the  dlalocated  worker  leaves  the  ororr^n    .nd  an 
absolute  liolt.tion  on  providing  supoortlve  aervlcea  or  "bcnef Us  to 
persona  engaged  In  education,  training  or  re-tralnlng. 

*  The  Federal  Worker  Readjustucnt  Advisory  Council  will  be  Included  (as 
proposed  by  the  Adalnsltratlon  and  contained  In  the  House  bill)  — 
however  the  Council  will  have  an  unaffiliated  Chair  and  two  Vlce- 
Chalra,  one  each  representing  l.bor  and  Mnagement. 

The  Worker  Loan  Prograq  would  be  aubstantlal ly  rcvlaed  .nd  would  feature 
?ule  W  provided  through  the  Supplemental  Loan  Prograo  under 

!    i5        \.       "^f*"""!  Education  Act,  with  a  federal  guarantee.    The  capital 
would  be  made  av.H.ble  through  dealgnated  national  lendera,  e.g.  United 
Student  Aid  Funds^  CITIBANK,  Continental  Illinois  B.nk,  BAKi^MERICA,  In  the 
fiJ5"^  *  national  guarantor  (HEAT),  and  secondary  oarket  services 

provided  through  the  Student  Loan  Marketing  Association  (SALLIE  MAE).  All 
oi«  v^i^  f         "  V^"  be  .uto»atlcaUy  eligible,  reg.rdleaa  of  current  or 
?«rlJ^M  i  u  .     ^'o^chera  being  provided  to  cccredlted  postaecondary 

institutions,  which  ,i.>ve  bei^::  wC'tlfled  by  the  Secretary  of  Labor,  In 
trrinlnr'Jni:  "I'i.        Secretary  of  education,  as  providing  quality,  relevant 
training  for  Jobs  In  the  appropriate  geographic  area. 
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Senator  Metzenbaum.  I  am  veiy  pleased  that  Senator  Quayle, 
the  Subcommittee's  Ranking  Miuority  Member  as  well  as  Senator 
Hatch,  the  Full  Committee's  Ranking  Minority  Member,  are  with 
us. 

Senator  Quayle,  do  you  have  an  opening  statement? 

OPENING  STATEMENT  OF  SENATOR  QUAYLE 

Senator  Quayle.  Thank  you,  Mr.  Chairman. 

I  am  pleased  to  be  here  today  to  discuss*  S.  538,  the  Economic  Dis- 
location and  Worker  Notification  Adjus  .nent  Assistance  Act  of 
1987. 

This  bill  contains  an  important  title  that  would  help  dislocated 
workers  adjust  to  abrupt  changes  in  the  labor  market  by  training 
them  for  new  jobs  and  providing  them  with  job  search  assistance 
and  remedial  education. 

This  focus  of  dislocated  worker  adjustment  grew  out  of  the  cur- 
rent Title  in  of  the  Job  Training  Partnership  Act,  which  I  au- 
thored with  Senator  Kennedy  in  1982.  I  was  glad  to  learn  of  the 
recent  report  of  the  General  Accounting  Office  that  revealed  that 
Title  ni  has  a  high  success  rate,  particularly  compared  to  prede- 
cessor, the  Comprehensive  Employment  and  Training  Act,  known 
as  CETA.  That  success  rate  was  69  percent,  which  is  a  rather  out- 
standing figure  of  job  placement. 

It  is  clear  that  we  are  learning  things  about  dealing  with  the 
problems  that  dislocated  workers  face  and  moving  these  individuals 
back  into  the  labor  market.  That  ought  to  be  our  objective  on  how 
we  can,  in  fact,  get  these  people  from  unemployea  into  employ- 
ment. Title  in  has  a  very  good  success  record.  I  think  that  what  we 
are  looking  at  Title  I  of  this  bill  and  the  Administration's  request 
is  an  acceleration  of  that  process— something  I  strongly  support. 

Worker  adjustment  is  something  that  we  can  all  agree  on  and  on 
which  we  can  work  together.  Worker  adjustment  programs  need 
the  cooperation  of  labor  and  management,  and  that  is  exactly  what 
we  need  in  dealing  with  this  problem.  , 

I  have  no  doubt  that  Title  I  of  this  bill  could  and  I  think  should, 
move  very  quickly.  It  is  an  issue  that  th^re  is  probably  not  a  lot  of 
disagreement  on.  There  may  be  some  line  tuning  as  far  as  how 
much  is  going  to  be  put  into  income  security  and  things  of  that 
sort,  but  there  are  not  major  disagreements. 

Therefore  I  hope  that  we  can  move  this  part  of  the  bill  very 
quickly. 

Unfortunately,  Title  II  of  this  bill  is  inconsistent  with  the  spirit 
of  cooperation  as  exhibited  in  Title  I.  Its  effect  is  to  impede,  delay 
and  to  stop  plant  closings,  rather  than  to  aid  the  adjustment  of 
workers  into  new  jobs. 

I  was  intrigued  by  the  chart  back  here  of  plant  closings.  And  I 
apologize  for  not  bringing  my  chart,  because  as  an  overlay  on  that, 
we  could  probably  put  the  750,000%iew  businesses  that  started  up 
last  year.  That  would  probably  be  a  good  overlay,  looking  to  the 
brighter  side  of  what  is  going  on  in  the  place  of  employment,  be- 
cause new  businesses  are  starting  up,  and  there  are  new  opportuni- 
ties. And  our  challenge  is  to  make  sure  that  we  educate  and  train 
our  labor  force  for  those  new' opportunities. 
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Certainly  in  a  changing  society,  you  are  going  to  have,  as  diffi- 
cult as  it  may  be,  from  time  to  time,  plant  closings.  People  make 
decisions  that  you  are  going  to  have  to  have  that  for  economic  ne- 
cessity and  other  things. 

When  those  decisions  are  reached,  I  believe  that  it  is  imperative, 
and  that  is  what  Title  I  tries  to  ao,  and  that  is  why  I  want  to  move 
that  as  quickly  as  possible,  to  get  into  the  education  and  training  of 
these  people  who  are  going  to  be  faced  with  that  dilemma. 

I  also  think,  looking  at  the  chart  over  here  on  the  worker  disloca- 
tion, that  we  could  probably  put  a  little  overlay  on  that  map  as 
well  and  talk  about  the  12.4  million  new  jobs  that  have  been  cre- 
ated since  1980,  and  talk  about  93  percent  of  the  American  popula- 
tion that  is  working,  and  show  about  the  new  jobs  and  the  new  op- 
portunities that  we  are  having;  focus  on  that  aspect  and  see  how 
we  are  going  to  work  with  those  new  jobs  and  opportunities,  which 
I  think  Title  I  addresses,  and  how  we  are  going  to  work  on  it  at  an 
early  basis— instead  of  arguing  about  whether  someone  in  fact  is 
going  to  have  a  plant  closing  or  not,  and  if  that  decision  has  been 
made,  why  don't  we  start  looking  at  how  we  are  going  to  get  that 
person  trained,  how  we  are  going  to  get  that  person  educated,  and 
how  that  person  is  going  to  have  that  skill  for  that  new  job  and 
that  new  opportunity. 

Let  us  talk  about  the  future  of  that  individual  and  not  necessari- 
ly about  the  past. 

Good  worker  adjustment  programs  must  be  cooperative,  not  con- 
frontational, and  therein  lies  the  inconsistency  between  Title  I  and 
Title  II;  where  Title  I  is  a  cooperative  venture,  and  Title  II,  unfor- 
tunately, is  very  confrontational.  This  title  will  only  increase  the 
very  adversarial  and  confrontational  dimension  of  labor-managG- 
ment  relations  that  are  also  anticompetitive  and  very  unproduc- 
tive. 

The  Lovell  Task  Force,  which  I  am  sure  everyone  is  aware  of, 
where  the  distinguished  Mac  Lovell  sat  down  and  tried  to  come  up 
with  a  consensus  and  an  agreement  on  what  we  ought  to  do  on  the 
very  sensitive  issue  of  plant  closings,  had  very  reputable  people 
from  business  and  labor  come  together.  In  testimony  before  the 
Employment  Subcommittee  just  recently,  he  said  that  they  were 
unaole  to  reach  a  consensus,  that  it  was  in  fact  an  issue  of  great 
dispute. 

Certainly,  labor  unions  are  free  to  bargain  or  not  to  bargain  for 
notice  on  a  business  closing.  It  is  my  understanding  that  many  col- 
lective bargaining  agreements  contain  provisions  requiring  notice 
of  business  closings  as  well  as  layoffs.  It  is  inconsistent  with  free 
collective  bargaining  for  the  government  to  mandate  a  result  that 
we  have  left  to  the  collective  bargaining  process. 

We  should  move  ahead  with  the  noncontroversial  portion  of  this 
bill— the  new  worker  adjustment  program— for  which  the  Adminis- 
tration has  asked  $980  million.  But  we  should  not  delay  implemen- 
tation of  the  needed  program  by  enmeshing  it  in  an  unnecessary 
controversy  at  this  particular  time. 

!  hope  that  we  are  able  to  move  auickly.  Title  I  certainly  will 
have  my  support,  and  I  look  forward  to  working  with  the  Chair- 
man. 

Senator  Metzenbaum.  Thank  you.  Senator  Quayle. 
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Senator  Hatch,  we  are  very  happy  to  have  you  with  us  this 
morning. 

OPENING  STATEMENT  OF  SENATOR  HATCH 

Senator  Hatch.  I  am  happy  to  be  here,  Mr.  Chairman. 

I  want  to  congratulate  both  Chairmen  of  these  two  Subcommit- 
tees for  holding  these  hearings  at  this  time,  because  I  think  that 
the  plight  of  dislocated  workers  is  really  one  of  the  most  important 
issues  that  we  have  before  Congress  in  this,  the  100th  Congress; 
and  I  think  both  Chairmen  deserve  to  be  commended  for  initiating 
these  hearings  on  this  issue  so  expeditiously. 

But  I  think  we  have  to  be  careful,  however,  that  in  helping  dislo- 
catfid  workers,  we  avoid  creating  any  new  dislocated  workers.  I  am 
concerned  that  legislation  which  mandates  Federal  requirements 
on  the  private  sector  for  advance  notice,  consultation,  and  disclo- 
sure will  ultimately  cost  a  lot  more  jobs  than  it  will  save.  That  has 
been  our  experience  through  the  years,  and  if  we  have  learned  any- 
thing, it  is  that  when  the  Federal  Government  dips  its  ugly  hand 
into  these  various  areas,  it  generally  costs  jobs  and  costs  us  a  lot 
more  than  it  helps. 

We  will  merely,  it  seems  to  me,  with  this  type  of  bill  postpone 
the  day  of  reckoning,  and  at  great  cost  to  both  business  and  govern- 
ment. Any  legislation  which  purports  to  help  dislocated  workers 
must  facilitate  the  adjustment  to  new  economic  conditions  and  not 
stonewall. 

I  might  add  that  I  believe  that  there  can  be  alternatives  to  the 
mandatory  provisions  included  in  S.  538,  and  I  hope  that  the  Com- 
mittee will  consider  them  as  well.  I  solicit  all  witnesses'  proposed 
suggestions  on  this  particular  subject,  because  I  think  that  is  im- 
portant. 

And  finally,  at  a  time  when  there  is  bipartisan  interest  in 
making  America  more  competitive  in  domestic  and  foreign  mar- 
kets, I  think  we  have  to  make  sure  that  any  additional  restraints 
imposed  on  private  industry  comport  with  that  worthy  objective. 

So  I  look  forward  to  working  with  my  colleagues  as  we  address 
an  issue  of  utmost  importance  to  both  Utah  and  the  nation,  and  it 
is  my  sincere  hope  that  we  take  the  necessary  time  to  fashion  a 
solution  which  will  benefit  both  the  dislocated  worker  and  the 
economy  as  a  whole.  And  1  hope  in  our  zeal  to  have  Federal  legisla- 
tion, we  will  not  make  it  oppressive  legislation  that  really  is  going 
to  cost  us  jobs. 

Thank  you,  Mr.  Chairman. 

Senator  Metzenbaum.  Thank  you.  Senator  Hatch. 

Without  objection,  immediately  following  my  own  statement,  I 
am  going  to  include  in  the  record  a  statement  of  Senator  Simon. 
This  is  a  joint  hearing,  and  we  are  sitting  as  a  joint  Committee. 

And  at  this  point  in  the  proceedings,  I  will  include  in  the  record 
a  statement  from  Senator  Gordon  Humphrey. 

OPENING  STATEMENT  OF  SENATOR  HUMPHREY 

Senator  Humphrey.  Mr.  Chairman,  when  S.  538  was  introduced,. 
I  asked  my  staff  to  analyze  title  II — the  plant  closings  provisions.  I 
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am  releasing  the  analysis  today  and  ask  that  it  be  included  in  the 
i-ecord. 

The  analysis  is  too  kind  in  its  conclusion  that  title  II  is  a  Marxist 
economist's  dream. 

Ironically,  S.  538,  as  now  written,  will  dash  any  hope  of  saving 
the  American  heavy  manufacturing  industry.  If,  as  this  bill  pro- 
poses, companies  are  forced  to  consult  every  time  their  workforce 
fluctuates  or  an  inefficient  plant  is  closed,  smokestack  America 
will  be  dragged  into  the  grave. 

Let's  not  kid  ourselves,  this  special  interest  legislation  is  aimed 
right  at  the  steel  and  auto  industries.  It  is  designed  to  make  it 
more  difficult  to  accomplish  the  inevitable— a  restructuring  and 
streamlining  of  these  basic  industries,  a  process  that  has  been 
going  on  for  over  30  years:  peak  steel  industry  employment  oc- 
curred in  1953  when  726,000  workers  were  employed;  by  1982  less 
than  400,000  workers  remained. 

The  Congressional  Budget  Office,  in  a  report  issued  recently,  con- 
cluded that  unless  antiquated  plants  were  closed  and  anti-trust 
policy  relaxed,  American  steel  companies  would  never  become  com- 
petitive again. 

Yet,  this  legislation  goes  in  exactly  the  opposite  direction  by  di- 
luting decisionmaking  to  the  point  that  decisions  on  which  the  life 
of  a  heavy  industry  depend  will  take  forever.  It's  like  having  a 
conimittee  in  the  emergency  room  decide  how  to  treat  a  comatose 
patient  who  is  bleeding  profusely  and  has  a  weak  pulse.  And  you 
can  bet  that  some  of  the  members  of  the  committee  will  not  have 
the  patient's  interest  at  heart,  rather  their  own  political  self  inter- 
est. 

It  is  apparent  this  bill  would  inhibit  the  closing  of  any  facility- 
troubled  or  otherwise.  Countless' lawsuits  seeking  injunctive  relief 
will  delay  the  inevitable;  U.S.  district  courts  will  become  local  citi- 
dals  of  economic  wisdom  and  distributors  of  scarce  resources. 

Once  again,  shamefully,  the  majority  has  put  together  a  witness 
list  totally  devoid  of  any  economic  expertise.  Could  it  be  that  no 
renowned  economist  has  anything  nraiseworthy  to  say  about  this 
legislation?  I  suspect  that  some  of  our  colleagues  will  inevitably 
draw  this  conclusion,  especially  if  they  should  happen  to  read  the 
bill. 

Senator  Metzenbaum.  I  am  very  happy  to  welcome  my  own  Gov- 
ernor today  and  my  friend,  who  is  here  from  Columbus  to  speak  on 
this  subject.  Governor  Celeste  has  addressed  himself  to  this  issue 
on  more  than  one  occasion  publicly  as  well. 

I  am  happy  to  have  you  with  us.  Governor  Celeste,  and  will  be 
glad  to  hear  from  you  at  this  time. 

STATEMENTS  OP  HON.  RICHARD  CELESTE,  GOVERNOR  OP  THE 
STATE  OP  OHIO;  AND  HON.  JAMES  P.  MORAN,  JR,  MAYOR  OP 
ALEXANDRIA,  VA,  ON  BEHALP  OP  U.S.  CONFERENCE  OP 
MAYORS,  ACCOMPANIED  BY  LAURA  D.  WAXMAN,  ASSISTANT 
EXECUTIVE  DIRECTOR,  U.S.  CONFERENCE  OP  MAYORS 

Governor  Celeste.  Thank  you  very  much,  Mr.  Chairman.  I  ap- 
preciate this  opportunity  to  appear  before  you  and  the  Subcommit- 
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tees  today  to  begin  discussion  of  the  proposed  Economic  Dislocation 
and  Worker  Adjustment  Act. 

I  appreciated  your  opening  comments  and  those  of  your  Senate 
colleagues,  particularly  your  colleagues.  I  would  propose  to  take 
issue  with  several  of  their  comments  along  the  line. 

As  Governor  of  a  State  that  has  been  hard-hit  by  economic  dislo- 
cation, I  feel  especially  grateful  to  you  and  the  cosponsors  of 
Senate  Bill  538  because  this  legislation  clearly  identifies  some  of 
the  most  critical  aspects  of  the  dislocated  worker  crisis  as  we  have 
experienced  it  firsthand  in  the  State  of  Ohio. 

First,  dislocation  has  become  a  large  and  permanent  part  of  our 
economy.  Second,  the  response  on  the  Federal  level  has  been  scat- 
tered and  frankly,  insufficiently  funded.  And  third,  I  would  submit 
that  advance  notice  of  job  loss  is  a  crucial  element  in  any  success- 
ful adjustment  strategy. 

As  you  know,  in  Ohio  since  1979,  we  have  lost  more  than  a  quar- 
ter of  a  million  manufacturing  jobs.  Our  traditional  industries,  like 
steel,  auto,  rubber  and  glass  have  been  the  hardest  hit,  but  it  ex- 
tends throughout  the  economy. 

While  we  can  point  to  a  significant  homegrown  recovery,  the 
State  IS  still  regularly  suffering  from  job  losses  which  are  caused 
by  the  rapidly  changing  economy.  Within  the  last  two  weeks,  B.F. 
Goodrich  announced  the  elimination  of  800  jobs  in  Akron,  and  Gen- 
eral Motors  announced  that  it  would  close  its  Norwood  facility  in 
August  of  this  year,  a  year  ahead  of  its  previously  announced 
schedule,  that  will  eliminate  4,000  jobs. 

All  of  this  simply  underscores  the  fact  that  this  type  of  change  is 
going  to  be  an  everyday  aspect  of  our  economy  as  we  move  for- 
ward. 

When  I  became  Governor  in  1983,  Ohio  had  the  second  highest 
unemployment  rate  in  the  country.  We  knew  that  we  had  to  move 
decisively  on  a  number  of  fronts  to  regain  our  competitive  edge,  to 
diversify  what  we  were  doing  in  manufacturing  and  throughout 
our  economy  to  put  people  back  to  work.  I  am  pleased  to  say  that 
Ohio  is  today  a  leader  among  the  States  in  job  creation. 

Although  more  Ohioans  are  working  than  ever  before,  the  jobs 
they  are  working  in  are  different.  Many  of  these  jobs  require  new 
and  expanded  skills,  and  a  flexibility  and  adaptability  never  before 
expected. 

Let  me  not  talk  about  some  of  the  things  that  have  happened  in 
terms  of  the  job  replacement  in  our  State,  but  underscore  that  we 
consider  our  work  force  to  be  the  key  ingredient  in  successful  re- 
covery, and  we  understand  that  this  work  force  is  going  to  face  a 
tremendous  world  of  change.  A  high  school  student  coming  into  the 
workplace  today  will  probably  change  jobs  four  to  six  times  during 
the  course  of  her  or  his  work  life. 

We  understand  that  by  the  year  2000,  90  percent  of  all  new  jobs 
will  require  post-secondary  training. 

Therefore,  this  work  force  has  to  have  a  foundation  in  basic 
skills  as  well  as  advanced  skill  training  if  the  challenges  of  the 
workplace  in  the  decades  are  to  be  met. 

We  have  made  substantial  strides  to  provide  this  kind  of  educa- 
tion and  training  to  young  Ohioans.  I  will  not  again  go  through 
each  of  the  steps  that  are  part  of  our  effort  in  recovery  in  educa- 


ERIC 


12 


tion  and  technology  and  technology  transfer,  and  a  focus  on  ad- 
vanced technologies  and  moving  them  into  the  marketplace. 

But  I  would  submit,  Mr.  Chairman,  that  Ohio  and  our  sister 
States  have  really  become  the  laboratories  for  developing  new  ways 
to  compete  in  the  world  marketplace.  I  would  encourage  you  and 
your  colleagues*  as  you  discuss  the  direction  you  take  in  worker  ad- 
justment to  look  to  our  experience. 

The  reality  is  however,  that  no  Governor  and  no  State  can  alone 
fashion  its  future  in  a  vacuum.  We  will  continue  to  be  tested  by 
fierce  international  compnetition.  We  will  continue  to  be  helped  or 
hindered  by  Federal  policies  beyond  our  control.  A  single  State 
does  not  have  the  capacity  to  control  many  of  the  powerful  econom- 
ic forces  with  which  we  must  contend,  and  this  is  particularly  true 
in  the  area  of  worker  dislocation.  The  very  nature  of  the  problem 
demands  a  comprehensive  Federal  approach  combined  with  signifi- 
cant discretion  at  the  State  and  local  level  in  implementing  an 
overall  national  effort. 

At  present.  Federal  efforts  in  this  area  are  scattered.  The  major 
problems— the  Dislocated  Worker  Program;  Title  III,  which  I  do  be- 
lieve has  been  a  very  positive  program;  and  Trade  Readjustment 
Assistance— have  been  under  constant  threat  of  funding  loss.  As  I 
speak  with  you  today,  there  is  a  U.S.  Department  of  Labor  rescis- 
sion request  pending  on  the  States*  allotment  of  program  year  1987 
Title  in  funds.  Ohio  has  consistently  fully  obligated  its  Title  in  al- 
locations. As  of  today,  all  but  3  percent  of  our  Title  II  doilara  for 
this  program  are  legally  obligated.  That  remainder,  $114,000,  is 
what  we  have  to  respond  to  requests  for  help  between  now  and 
July  1. 1  might  add  that  our  original  1986  allocation  of  $4.6  million 
was  a  58  percent  cut  over  the  year  before — not  lack  of  need.  We 
are  trying  to  put  that  money  to  work  as  ^effectively  and  as  efficient- 
ly as  possible. 

This  rescission  request  and  the  uncertain  status  of  new  national 
worker  adjustment  programs  make  our  planning  for  future  dislo- 
cated workers  most  difficult. 

I  want  to  thank  you  for  the  awareness  which  you  have  stressed 
of  the  critical  need  of  legislation  in  this  area,  particularly  to 
handle  the  transition  of  JTPA  Title  III  programs  presently  in  oper- 
ation. 

In  addition,  few  funds  are  available  through  the  Trade  Adjust- 
ment Assistance  to  provide  the  training  which  the  Trade  Act  says 
is  a  worker*s  right  when  they  are  dislocated  because  of  unfair  for- 
eign competition.  As  you  are  aware,  Ohio  Congressman  Don  Pease 
is  a  vigorous  champion  of  that  right.  Recently,  we  in  Ohio  request- 
ed $2.1  million  in  TAA  funds.  In  response,  we  received  $481,000— 
less  than  one-quarter  of  that  total  request. 

The  proposed  Economic  Dislocation  and  Worker  Ad^justment  Act 
recognizes  that  a  comprehensive,  coordinated,  innovative  approach 
to  the  issues  of  worker  adjustment  is  critical  and  that  a  substan- 
tially higher  level  of  funding  is  required  if  this  nation  is  to  meet 
the  challenges  ^ead» 

It  also  recognizes  the  need  to  broaden  the  definition  of  dislocated 
workers  so  that  we  can  .serve  all  of  those  affected  in -a*  community 
when  a -plant  closes  or  when  massive  layoffs  occur. 
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The  legislation  recognizes  the  need  of  the  self-employed  worker 
affected  by  economic  dislocation— and  I  might  include  the  farmer 
m  that— and  the  needs  of  the  displaced  homemaker. 

There  are  a  number  of  specific.elements  of  the  proposal  which 
echo  our  experience  in  Ohio  as  effective  strategies  to  address  the 
problem,  and  this  is  where  I  would  like  to  focus. 

Early  in  1983,  we  created  a  rapid-response  team,  called  the  Com- 
munity Economic  Assistance  Team,  which  coordinates  the  State's 
response  to  a  potential  plant  closing  or  mass  layoff.  Ohio's  Depart- 
ment  of  Development  and  the  Bureau  of  Employment  Services 
work  jointly,  organizing  local  rapid-response  teams  which  include 
labor,  management,  community  leaders  and  public  officials. 

In  effect,  we  have  created  a  Dislocated  Worker  Unit  within  the 
Bureau  of  Employment  Services  by  placing  Trade  Adjustment  As- 
sistance and  Title  HI  programs  in  the  same  unit.  This  unit  also  co- 
ordinates employment  service  resources  and,  when  appropriate, 
other  agency  resources,  so  that  the  response  from  State  govern- 
ment to  economic  dislocation  is  unified. 

The  biirs  emphasis  on  tripartite  consultation  is  excellent.  Last 
I  appointed  a  Governor's  Tripartite  Advisory  Committee  on 
Labor-Management  Cooperation  which  funds  a  number  of  local 
committees  and  resource  centers.  I  might  say  the  State  of  Ohio  has 
committed  $2  million  to  labor-management  cooperation,  so  we  do 
not  stint  in  this  area.  This  is  an  ongoing  effort  to  make  Ohio  com- 
petitive, to  pi:event  job  loss,  and  to  facilitate  economic  adjustment 
where  necessary. 

I  would  submit  that  if  there  is  an  element  missing  in  this  legisla- 
tion, it  IS  the  ability  for  Governors  to  use  some  worker  adjustment 
dollars  to  prevent  job  loss.  I  am  aware  that  any  job  loss  prevention 
strategy  requires  safeguards  to  assure  that  the  public  funds  do  not 
replace  investment  that  should  be  made— appropriately  made— by 
the  pnvate  sector. 

But  I  think  it  really  is  important  to  encourage  and  foster  a  State 
and  Federal  job  loss  prevention  partnership. 

In  Ohio,  as  an  example,  community  colleges  play  a  vital  role  in 
worker  training  to  prevent  dislocation.  An  example  of  this  is  the 
partnership  between  one  of  our  technical  colleges  in  Marion,  Ohio 
and  the  Whirlpool  Corporation,  which  provides  ongoing  training 
that  will  help  Whirlpool  remain  a  viable  American  producer  in 
microwOTe  oven  appliances— the  only  one,  I  understand,  in  the 
United  States.  I  would  encourage  you  not  to  overlook  this  dimen- 
sion. 

I  am  particularly  excited  by  the  provision  for  self-employment 
opportunity  under  the  demonstration  programs.  Our  JTPA  Title  in 
program  has  funded  eight  pilot  projects  on  entrepreneurship  train- 
ing across  the  State.  Although  it  is  still  too  early  to  draw  a  final 
conclusion,  a  detailed  evaluation  just  completed  suggests  that  self- 
employment  can  be  and  must  be  a  very  real  alternative  for  a 
number  of  dislocated  workers.  In  some  communities  that,  frankly. 
IS  the  only  viable  option. 

It  is  imperative  that  more  experiments  be  conducted  to  define 
fully  a  successful  entrepreneurship  program. 

A  central  element  of  this  legislation  is  Title  II,  advance  notifica- 
tion. Mr.  Chairman  and  Senator  Quayle,  you  indicate  that  this  is 
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likely  to  be  controversial.  I  would  submit  that  the  only  way  we  will 
be  successful  in  designing  a  worker  adjustment  program  for  the 
]990s  in  this  country  is  if  we  confront  controversy  and  deal  with 
it— not  walk  away  with  it  or  wish  it  did  not  exist. 

Advance  notification  of  a  closing  or  mass  layoff  is  an  essential 
part  of  any  serious,  any  responsible  attempt  to  provide  worker  and 
community  adjustment.  It  is  not  an  excuse  to  keep  plants  open;  it 
is  an  essential  tool  to  ensure  that  workers  and  their  communities 
are  in  a  position  to  adjust  and  adjust  responsibly. 

The  legislation  itself  points  out  that  international  experience  as 
well  as  practice  in  the  United  States  demonstrates  that  advance 
notificatipn  significantly  improves  the  ability  of  the  work  force  and 
the  comniunity  to  adjust.  The  requirement  of  disclosure  of  certain 
key  information,  it  seems  to  me,  is  the  logical  extension  for  this 
finding.  Workers,  plant  managers  and  their  communities  have  a 
right  and  really  a  need  for  the  information  that  helps  them  to  de- 
termine the  options  before  them  as  they  rebuild  their  economies 
and  their  lives. 

And  there  is  an  additional  important  point  to  be  made  here,  if 
prior  notification  and  disclosure  of  information  is  required  by  na- 
tional policy,  then  States  must  have  the  commitment  of  Federal 
dollars  to  be  able  to  respond  in  a  timely  and  adequate  fashion. 

Therefore,  I  support  mandatory  prior  notification  and  the  disclo- 
sure of  information  necessary  for  an  adjustment  strategy  in  the 
context  of  a  well-funded  worker  adjustment  program. 

While  I  have  some  questions— and  I  am  sure  we  all  have  some 
questions— about  the  consultation  process  in  the  bill,  there  is  no 
question  that  mandatory  prior  notification  can  be  constructive  and 
critical  and  should  not  be  viewed  as  confrontational. 

Let  me  give  you  some  experience  from  Ohio  in  operating  dislocat- 
ed worker  programs  that  show  how  early  intervention  strategies 
can  worL  I  want  to  provide  two  specific  Ohio  examples. 

The  E.W.  Bliss  Company,  in  Salem,  Ohio,  is  a  manufacturer  of 
steelmaking  equipment.  After  many  years  of  operation  as  a  family 
company,  the  company  was  purchased  by  out-of-State  owners— and 
the  State,  in  fact,  helped  to  facilitate  that  purchase.  Business  de- 
clined, and  the  new  owners  faced  the  choice  of  selling  or  closing. 
They  contacted  the  Ohio  Department  of  Development  with  suffi- 
cient lead  time  before  the  decision  was  implemented.  The  State 
was  able,  working  with  the  steelworkers,  to  assist  in  structuring  an 
employee  stock  ownership  plan,  and  today  the  company  is  operat- 
ing successfully  in  Salem,  Ohio— under  new  ownership— and  it  has 
significantly  increased  the  number  of  jobs  from  the  time  of  original 
contact  with  the  State. 

In  another  case.  General  Electric,  under  its  collective  bargaining 
agreement,  as  you  pointed  out.  Senator  Quayle,  restructured  its 
lamp  division,  resulting  in  closings  or  major  work  force  reductions 
at  several  plants.  GE*s  collective  bargaining  agreement  called  for 
six  months  advance  notice.  The  lead  time  allowed  the  Ohio  Bureau 
of  Employment  Services  to  help  establish  worker  assistance  centers 
for  all  affected  sites  and  to  begin  training  and  job  search  assistance 
before  the  workers  lost  their  jobs,  before  the  trauma  set  in,  before 
the  really  serious  problems  that  attend  seeing  the  plant  gates 
swing  shut  became  the  reality  in  their  work  lives. 
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Knowing  ahead  of  time  clearly  improved  the  State's  ability  to 
help.  In  each  of  these  cases,  it  was  the  spirit  and  determination  of 
the  local  labor  and  management  groups  which  made  the  project 
work.  These  are  examples  of  what  can  be  done  when  time  is  avail- 
able to  act,  but  too  often  we  lack  the  time,  and  the  less  time  there 
is,  the  more  severe,  I  would  submit,  labor-management  confronta- 
tion is  likely  to  be. 

Prior  notification  always  brings  the  same  initial  response  from 
the  State  of  Ohio,  from  the  work  force,  from  the  local  community- 
let  us  do  everything  in  our  power,  using  all  appropriate  resources, 
to  aid  management  to  reverse  the  decision  to  close  if  that  is  possi- 
ble. Saving  jobs,  I  would  submit,  is  always  preferable  to  implement- 
ing an  adjustment  strategy. 

In  addition  to  E.W.  Bliss,  I  could  cite  other  examples  of  where, 
because  we  knew  early,  we  were  able  to  come  up  with  a  formula 
that  kept  quality  jobs,  kept  plans  in  production  rather  than  seeing 
the  pl^ts  close.  Tliat  was  not  always  the  case. 

But  if  the  decision  is  irreversible,  prior  notification  allows  a  mo- 
bilization of  resources  at  all  levels  in  a  timely  way,  to  minimize  the 
suffering  caused  by  jcb  loss.  Our  emphasis  will  continue  to  be  on 
the  use  of  labor-management-govemment  cooperation  to  deliver  a 
comprehensive  and  coordinated  package  of  assistance  to  those  in 
need.  T'hat  is  our  responsibility,  and  we  intend  to  fulfil)  it.  And  I 
appreciate  the  flexibility  that  is  provided  for  Governors  under  this 
legislation.  I  think  all  49  of  my  colleagues  will  cheer  that  provision. 

But  I  want  to  stress  this.  The  fact  of  the  matter  is,  if  we  allow 
the  decision  on  plant  closing  notification  issues  to  become  an  issue 
dealt  with  at  the  State  level,  what  we  do  is  invite  State-by-State 
competition  of  the  wrong  kind.  Then  we  are  not  competitive  with 
Japan  or  Brazil  or  Singapore  or  our  real  competition;  then  we  are 
spending  our  time  trying  to  figure  out  how  we  compete  with  each 
other  as  neighbors. 

And  I  would  submit  setting  a  Federal  standard  which  is  realistic 
and  workable,  and  which  encourages  timely  labor-management  co- 
operation, is  a  key. 

I  believe  this  legislation  truly  offers  the  opportunity  for  human 
resource  planning  in  the  best  possible  way,  in  the  private  sector, 
with  timely  support  from  those  of  us  in  the  public  sector,  and  pro- 
vides the  opportunity  for  the  development  of  a  responsive,  flexible, 
national  labor  market  strategy. 

I  believe  it  strikes  an  appropriate  balance  between  Federal  over- 
sight and  State  initiative.  It  ensures  a  strong  leadership  role  for 
the  States  and  the  communities.  We  appreciate  that.  It  offers  the 
opportunity  and  indeed  encourages  public-private,  labor-manage- 
ment. State  and  local  partnerships  at  their  very  best. 

I  certainly  support  this  legislation  and  encourage  the  Committee 
to  act  on  it  quickly.  We  at  the  State  level  would  like  to  know  the 
resolution  of  this  issue  and  the  resources  available  at  the  earliest 
possible  opportunity. 

[The  prepared  statement  of  Governor  Celeste  and  responses  to 
questions  submitted  by  Senator  Hatch  follow:] 
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Thank  you,  Mr.  Chairman,  for  the  opportunity  to  appear 
before  you  today  to  begin  the  discussion  of  the  proposed 
"Economic  Dislocation  and  Adjustment  Act". 

As  governor  of  a  state  hard  hit  by  economic  dislocation, 
I  congratulate  you.  Senator  Metzenbaum,  and  your  colleagues. 
Senators  Simon  and  Kennedy  and  others  for  the  introduction 
of  this  important  pioce  of  legislation.    This  legislation 
clearly  identifies  the  most  critical  aspects  of  the 
dislocated  worker  crisiu  as  we  hav^  experienced  it  in  Ohio. 

First,  dislocation  has  become  a  large  and  permanent  part 
of  our  economy. 

Second,  the  response  on  the  federal  level  has  been 
scattered  and  insufficiently  funded. 

Finally,  advance  notice  of  job  loss  is  a  crucial  element 
of  any  adjustment  strategy. 

In  Ohio,  since  1979,  we  have  lost  286,000  manufacturing 
jobs.    Our  traditional  industries— steel ,  auto,  rubber  and 
glass— have  been  hardest  hit.    While  we  can  point  to  a 
significant  home  grown  recovery,  the  state  is  still 
suffering  regularly  from  job  losses  caused  by  a  rapidly 
changing  economy.    Within  the  last  two  weeks,  B.F.  Goodrich 
announced  the  elimination  of  800  jobs  in  Akron  and  General 
Motors  announced  it  would  close  its  Norwood  facility  in 
August,va  year  al>ead  of  schedule,  and  eliminate  4,000  jobs. 


All  indications  are  that  this  type  of  change  will 
continue  to  occur. 

When  I  became  Governor  in  1983,  Ohio  had  the  second 
highest  unemployment  rate  in  the  country.    We  knew  that  we 
had  to  move  decisively  on  a  number  of  fronts  to  regain  our 
competitive  edge  in  manufacturing  and  diversify  our  economy. 

Today  Ohio  is  a  leader  among  the  states  in  job  creation. 
Although  more  Ohioans  are  working  than  ever  before,  the  jobs 
are  different,  the  jobs  are  fewer,  and  the  jobs  require  new 
and  expanded  skills,  and  a  flexibility  and  adapatabil ity 
never  before  required. 

Some  of  the 'jobs  formerly  create^  by  basic  steel  are  being 
replaced  by  those  in  specialty  steel  shops.    The  technology  of  the 
rubber  industry  is  changing  to  plastics  and  polymers  and 
those  new  jobs,  fewer  than  before,  require  very  different  skills 
to  go  with  new  technology. 

Ht  the  same  time,  service  sector  jobs  are  growing,  many 
at  levels  of  sophistication.    They  involve  products  which  did  not 
exist  a  decade  ago.    Examples  are  the  growing  number  of  jobs  in 
the  paralegal  field  and  increasing  demand  for  persons  who  develop, 
sell  and  service  new  products  such  as  personal  computers  and 
rapidly  changing  software. 
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In  Ohio,  our  workfor<^e*  is  today,  as  it  always  has  been,  our 
most  valuable  resource.    But  our  workers,  like  millions  of 
Americans,  experience  dramatic  changes  in  their  lives,  changes 
that  are  disorienting,  profound,  and  far  too  often,  unanticipated. 

Our  workers  will  continue  to  operate  in  an  environment  where 
change  is  the  nom.    Those  entering  the  workforce  today  will 
change  occupations  four  to  six  times  during  their  productive 
years.    By  the  year  2000,  90%  of  all  now  jobs  will  require 
post-secondary  training. 

Theretore,  this  workforce  must  have  a  foundation  in 
basic  skills  as  well  as  advanced  skill  training  if  the 
challenges  of  the  workplace  in  the  next  decades  are  to  be 
met.     In  the  past  four  years,  Ohio  has  moved  aggressively 
to  meet  this  challenge.    Starting  at  the  elementary  school  level, 
wo  are  striving  to  establish  statewide  standards  in  reading,  math 
and  communications  skills. 

Wo  dedicate  the  largest  portion  of  every  new  tax  dollar  to 
education.    These  efforts  will  result,  in  time,  in  citizens 
prepared  to  moot  the  changes  in  our  society.    In  higher 
education,  wo  are  continuing  Ohio's  focus  on  excellence  and 
challenge. 

Our  Edison  Technology  Centers  are  breaking  ground  in 
scientific  and  economic  development  while  Ohio's  eminent 
scholars  challenge  our  best  and  brightest  to  build  the 
future*    We  are  actively  reaching  out  for  state  of  the  art  new 
jobs  and  technologies. 

Ohio  and  our  sister  states  have  become  laboratories  for 
developing  now  ways  to  compete  in  the  world  marketplace. 

But  no  governor,  no  state,  can  fashion  the  future  in  a 
vacuum.    We  will  continue  to  be  tested  by  fierce  international 
competition.    We  will  continue  to  bo  helped  or  hindered  by 
federal  policies  beyond  our  control.    \  single  state  does  not  have 
the  capacity  to  control  many  of  the  powerful  ocononic  forces  with 
which  wo  roust  contend. 

This  is  particularly  true  of  worker  dislocation.  The 
very  nature  of  the  problem  demands  a  comprehensive  federal 
approach  combined  with  significant  discretion  in 
implementation  at  both  the  state  and  local  levels. 

At  present,  federal  efforts  in  this  arena  are  scattered. 
The  major  programs  -  the  Dislocated  Worker  program.  Title 
III  of  the  Job  Training  Partnership  Act  and  Trade 
Readjustment  Assistance  *  have  been  under  constant  throat  of 
funding  loss.    As  I  testify  today,  th&re  is  a  US  Department 
of  Labor  rescission  request  pending  on  the  states'  allotment 
of  Program  Year  1987  Title  III  funds.    Ohio  has  consistently 
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fully  obligated  its  Title  III  allocations.    As  of  today,  all 
but  3%  of  our  Title  III  dollars  Cor  this  program  year  are 
legally  obligated.    That  remainder,  $114,000  is  all  wo  have 
to  respond  to  requests  for  help  between  now  and  July  1.  (And 
I  might  add  the  original  1966  allocation  of  $4.6  taillion 
represents  a  56%  cut  from  the  year  before.) 

This  r§AcJsKii>n  request  >And  the  uncertain  status  of  a  new 
national  worker  adjustment  program  make  planning  for  future 
dislocated  worker  programs  most  difficult.    I  thank  you  for  your 
awareness  of  the  critical  need  in  this  new  legislation  to  handle 
the  transition  of  JTPA  Title  III  programs  presently  in  operation. 

In  addition,  few  funds  are  available  through  Trade 
Adjustment  Assistance  to  provide  the  training  which  the 
Trade  Act  says  is  a  worker's  right.    As  you  are  ^tware,  Ohio 
Congressman  Donald  Pease  is  a  vigorous  champion  of  that 
right.    Recently,  OhTb  requested  $2.1  million  in  TAA 
funds.    In  response,  Ohio  received  only  $461,000  -  less  than 
one^quarter  of  the  total  requent. 

The  proposed  Economic  Dislocation  ahd  worker  Adjustment  Act 
recognizes  that  a  comprehensive  coordinated  innovative 
approach  to  the  issues  of  worker  adjustment  is  critical,  and  that 
a  substantially  higher  level  of  funding  is  required  if  this  nation 
is  to  meet  the  challenges  ahead. 

It  also  recognizes  the  need  co  broaden  the  definition  of 
dislocated  workers  so  that  we  car.  serve  all  those  affected  in  a 
community  when  a  plant  closes  or  massive  layoffs  occur.  The 
legislation  recognizes  the  needs  of  the  self  employed  worker 
affected  by  economic  dislocatior  as  well  as  the  needs  of  the 
displaced  homemaker.  \  |  *«V  **UWi  U(i  ^ua,*^,,*  ttuil-, 

There  are  a  number  of  specific  elements  of  the  proposal 
which  echo  our  experience  in  Ohio  as  effective  strategies  to 
address  the  problem.    Early  in  196 J,  -=  created  a  rapid 
response  team,  called  the  Cormunity  Cconontlc  Assistance 
Team,  which  coordinates  the  State's  respons«k  to  a  potential 
plant  closing  or  mass  layoff.    Ohio's  Departisent  of  Development 
and  the  Bureau  of  Daployment  Services,  work  ^ointly  organizing 
local  rapid  response  teams  which  include  labor,  management, 
community  leaders,  and  public  officials. 

In  effect,  wo  have  created  a  Dislocated  Work  Unit  within 
the  Bureau  of  Daployment  Services  by  placing  Trade 
Adjustment  Assistance  and  Title  III  prorirams  in  the  same 
unit.    This  unit  also  coordinut^fs  omployntnnt:  service 
resources,  and  when  appropriate,  other  agency  resources,  so 
that  the  response  from  state  government  to  economic 
dislocation  is  unified. 
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The  bill*8  emphasis  on  tr'^partite  consultation  is 
excellent.    Last  yeari  I  appointed  a  Governor's  Tripartite 
Advisory  Board  on  Labor-Management  Cooperation  which  funds  a 
number  of  local  coccsittees  and  resource  centers.    This  is  an 
ongoing  effort  in  Job  losfi  prevention  and  economic 
adjustment. 

If  there  is  an  element  missing  in  this  legislation  it  is  the 
ability  for  Governors  to  use  worker  adjustment  dollars  to  prevent 
Job  loss.  I  am  aware  that  in  any  job  loss  prevention  strategy 
there  must  be  safeguards  to  ensure  that  public  funds  do  not 
replace  investment  that  is  most  appropriately  made  by  the  private 
sector.  However f  there  is  the  need  tc  foster  a  state  and  federal 
Job  loss  prevention  partnership. 

In  Ohio*  community  colleges  play  a  vjl'al  role  in  worker 
training  to  prevent  dislocation.    An  exaapke  of  this  i«  the 
partnership  between  one  of  our  technical  col*^es  and  Whirlpool 
Corporation  which  provides  on-going  training  that  will  help 
Khirlpool  remain  a  viable  American  producer  in  microwave  oven 
appliances.    I  would  encourage  you  not  to  overlook  this  dimension. 

I  am  particular*^*  excited  by  the  provision  for 
self-employment  opportunity.    Our  JTPA  Title  III  program  has 
funded  eight  pilot  projects  on  entrepreneurship  training 
across  the  state.    Although  it  is  still  too  early  to  draw 
final  conclusions*  a  detailed  evaluation  Just  completed 
suggests  that  self  employment  can  be  and  muf/t  be  a  very  real 
alternative  for  a  number  of  dislocated  workers.    It  is  imperative 
that  more  experiments  be  conducted  to  define  fully  a  successful 
entrepreneurship  program. 

A  centra^  element  of  this  legislation  is  Title  II  —  advance 
notification. 

Advance  notification  of  a  closing  or  a  mass  layoff  is  an 

essential  part  of  any  serious  attempt  to  provide  worker  and 

community  adjustment.    This  is  not  to  prohibit  a  private  company 

from  closing  plant*  but  to  provide  workers  and  their  communities 
with  the  ability  to  adjust  to  those  closings. 

The  legislation  itself  points  out  that  international 
experience  as  well  as  practice  in  the  United  States 
demonstrates  that  advance  notification  significantly  improves  the 
ability  of  a  workforce  And  a  community  to  adjust.    The  requirement 
of  disclosure  of  certain  key  information  is  the  logical  extension 
for  this  fundina.    Workers*  plant  managers  and  their  communities 
have  a  rignt  to  know  the  information  which  will  help  them 
determine  the  options  before  thea  as  they  rebuild  their  economies 
and  their  lives. 

Thero  is  an  additional  important  point  to  be  made  here. 
If  prior  notification  and  disclosure  of  information  is  reauired  by 
National  policy/  then  states  must  have  the  commitment  of  federal 
dollars  to  be  able  to  respond  in  a  timely  and  adequate  fashion. 
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Therefore,  I  support  mandatory  prior  notification  and  the 
disclosure  of  information  necessary  for  an  adjustment  strategy  in 
the  context  of  a  well  funded  worker  adjustment  program. 

While  I  have  some  questions  and  reservations  about  the 
consultation  process  in  the  bill,  there  is  no  question  that 
mandatory  prior  notification  can  be  critical.    Ohio's  experience 
in  operating  dislocated  worker  programs  shows  that  early 
intervention  strategies  can  work* 

Let  me  r-     ,je  you  with  two  Ohio  examples. 

B.W.  Bliss  Company,  in  Salem,  Ohio,  is  a  manufacturer  of 
steel  making  equipment.    After  many  years  of  operation,  the 
company  was  puchased  by  cjt-of-state  owners.  Business 
declined  and  the  new  owners  faced  the  choice  of  selling  or 
closing.    They  contacted  the  Department  of  Development  with 
sufficient  lead  time  before  a  decision  was  made.    The  state  was 
able  to  assist  in  structuring  an  BSOP  and,  today,  the  company  is 
operating  successfully  in  Salem.    And  it  has  significantly 
increased  the  number  of  jobs  from  the  time  of  original  contact 
with  the  state. 

In  another  case.  General  Electric  restructured  its  lamp 
division  resulting  in  closings  or  major  workforce  reductions 
at  seven  Ohio  plants.    GS*s  collective  bargaining  agreement 
called  for  six  months  advance  notice.    The  lead  time  allowed 
the  Ohio  Bureau  of  Employment  Services  to  help  establish 
worker  assistance  centers  for  all  the  affected  sites  and  to 
begin  training  and  job  search  assistance  before  workers  lost 
their  jobs. 

Knowing  ahead  of  time  clearly  improved  the  state's  ability  to 
help.    In  each  of  these  cases,  it  was  the  spirit  and  determination 
of  the  local  labor  and  management  groups  which  made  the  projects 
work.    These  are  examples  of  what  can  be  done  when  time  is 
available  to  act,  but  too  often  this  advanced  warning  is  not 
known. 

Prior  notification  always  brings  the  same  initial  response 
from  the  state  of  Ohio-- we  do  everything  in  our  power,  using  all 
appropriat'  resources,  to  aid  management  to  alter  the  decision  to 
close  if  at  all  possible.    Saving  jobs  is  always  preferable  to 
implementing  an  adjustment  strategy. 

But  if  the  decision  is  irreversible r  prior  notification 
will  allow  a  mobilization  of  resources  at  all  levels  lir/»\a  'trUuXo 
minimize  the  suffering  caused  by  job  loss.    Our  emphasis  v 
will  continue  to  be  on  the  use  of  labor-management-government 
cooperation  to  <!f»liver  a  comprehensive  and  coordinated  package  of— 
assistance  co  thosb  in  need. 
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This  timely  piece  ot  legislation  truly  offers  the  opportunity 
for  human  resource  planning  and  the  development  of  responsive , 
flexible  national  labor  market  policy.    It  strikes  an  appropriate 
balance  between  federal  oversight  and  state  initiative .  It 
ensures  a  strong  leadership  role  for  the  states  and  for 
communities.    It  offers  the  opportunity  for  public  and  private, 
labor  and  management,  state  and  local  partnerships  at  their  best. 

X  encourage  the  committee  to  act  quickly  on  this  legislation. 

Thank  you  for  the  opportunity  to  discuss  these  issues  with 

you. 
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STATE  OF  Ohio 
OFFICE  OF  THE  GOVERNOR 

COLUMBUS  43266-060! 


R«K*flOF.CaiSTE 
OOVEANOR 


April  15,  1987 


Mr.  Al  Cacozza 

Counsel,  Labor  Subcooniccee 

Coaniccee  on  Labor  and  Hunan  Resources 

608  Hare  Senate  Office  Building 

Washington,  D.  C.  20510-6300 

Dear  Mr.  Cacozza: 


In  response  to  your  letter  enclosing  questions  submitted  by 
Senator  Hatch  subsequent  to  ny  testimony  before  the  Labor  Subcom- 
nittee  on  March  10  I  wish  to  respond  as  follows: 


Q:     In  your  written  stateoent  you  mentioned  that  you  had 
several  questions  and  reservations  about  the  consultation  provi- 
sions of  S.538.    Would  you  tell  us  what  your  specific  concerns  are 
with  respect  to  these  provisions? 

A:  I  am  convinced  that  cooperation  between  the  company  and 
the  employees  is  crucial  to  turning  around  a  tough  plant  closing 
situation.  I  have  seen  It  work  repeatedly  In  Ohio,  and  I  enthu- 
siastically advocate  it. 

My  question  about  Section  203  is  how  constructive  the  consul- 
tation can  be  if  it  involves  a  firm  which  would  refuse  to  sit  down 
with  its  employees  were  it  not  for  the  threat  of  federal  sanc- 


I  grant  that  in  a  related  area,  fednral  laws  requiring  col- 
lective bargaining  have  produced  positive  results  from  negotia- 
tions involving  firms  which  otherwise  would  have  refused  to  sit 
down  with  its  employees.     However,   I  have  yet  to  be  convinced  that 
with  respect  to  plant  closings,  required  consultation  will  neces- 
sarily work. 

As  I  said  in  my  prepared  remarks,  consultation  or  not,  I 
fully  endorse  the  provisions  of  this  bill  which  require  disclosure 
of  information  necessary  ,for  an  adjustment  strategy. 


Q:     As  you  noted  in  your  testimony,  S.538  requires  che  esta- 
blishment of  tripartite  advisory  committees.     You  indicated  sup- 
port for  this  provision  and  pointed  out  that  you  had  already  ap- 
pointed such  a  committee  in  Ohio.    Do  you  believe,  however,  that 
all  governors  should  be  required  by  federal  law  to  establish  and 
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Mr.  Al  Cacoszs 
April  15,  1987 
Page  2 


work  with  «uch  co««lttee«T    Doetn't  thl«  Mandate  l«Flcge  on  ■ 
governor**  ability  to  devalop  hla  or  bar  oun  economic  davelop- 
■ent/econoMlc  dlalocatlon  pollclea. and  methoda  for  carrying  the« 


A:     I  aM  also  convinced  that  the  role  of  tripartite  advlaory 
coMltt^ea  can  be  crucial  ta  developing  the  poaltlve  ralatlonahlpa 
between  labor  and  «anagemant  neceaaary  to  Increaae , productivity 
and  joba,  co«petltlveneaa- and  growth.     The  Uportanc^  of  auch  co«- 
■Itteea  ahould.  In  my  opinion,  be  atated  plainly  aa  national 
policy  and  therefore,  aa  the  Governor  of  Ohio,  I  aupport  the 
pi'opoaal  to  require  all  governora  to  eatabllah  auch  cosaltteea  as 
part  of  a  worker  readjuat«ent  policy.     My.  experience  la  that  auch 
a  coMlttee  haa  enhanced  Ohlo'a  economic  development  afforta  and 
our  atrategl^a  for  dealing  with  econoalc  dlalocatlon. 

If  you  have  any  further  questlona  pleaae  contact  Joan  HaMaond 
of  ay  staff.     She  can  be  reached  at  (202)624-5844  or 
(614)466-3817. 


out? 


Sincerely, 


Richard  F.  Celeste 
Governor 


RFC/ja 
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Senator  Metzenbaum.  Thank  you,  Governor  Celeste.  I  will  have 
some  questions,  but  I  think  before  we  do  that,  we  will  hear  from 
Mayor  Moran.  I  will  say  that  we  normally  have  a  five-minute  rule, 
and  we  will  implement  that.  Because  you  are  my  Governor,  I  used 
the  Chairman's  prerogative  and  gave  you  a  little  extra  time,  but 
Mayor  Moran,  we  will  have  a  five-minute  rule  for  you  

Senator  Quayle.  Thanks  a  lot.  [Laughter.] 

Governor  Celeste,  if  my  Governor  was  here,  we  would  have  the 
two-minute  rule. 

Senator  Metzenbaum.  No,  sir.  We  would  give  your  Governor  six 
minutes. 

Senator  Quayle.  You  are  all  heart.  [Laughter.] 

Senator  Metzenbatjm.  Mayor  Moran. 

Mayor  Moran.  Thank  you,  Mr.  Chairman. 

As  you  know,  I  am  representing  the  Conference  of  Mayors,  and 
we  do  congratulate  you  on  moving  so  quickly  to  introduce  this  leg- 
islation because  it  is  a  serious  national  problem.  We  want  to  work 
with  you  to  make  sure  that  the  legislation  is  enacted  into  law. 

Just  to  quickly  review  some  of  the  statistics  tliat  make  it  so  com- 
pelling, 13  million  adults  lost  their  jobs  in  the  last  five  years,  and 
55  percent  of  them  lost  their  jobs  because  of  plant  closings  or  busi- 
ness failures;  one-third,  due  to  slack  work,  and  the  remainder,  be- 
cause their  shift  or  position  was  abolished.  Half  of  those  were  man- 
ufacturing jobs. 

Now,  the  point  is,  one-third  of  those  workers  have  not  been  reem- 
ployed. Of  those  who  did  find  jobs,  30  percent  were  employed  in 
jobs  that  paid  them  20  percent  or  less  than  their  previous  job.  So 
these  statistics  dramatize  the  situation. 

And  it  is  not  just  individual  hardship;  it  is  a  community  hard- 
ship. They  are  no  longer  able  to  contribute  to  the  local  economy; 
they  are  clearly  going  to  be  taking  more  from  the  economy  in 
terms  of  income  assistance  and  social  services. 

One  of  the  things  we  want  to  emphasize  is  that  the  community 
needs  to  go  to  work  when  this  happens.  It  has  a  dramatic  effect 
upon  our  school  system,  our  social  service  requirements,  our  hous- 
ing situation,  and  we  will  get  into  that  in  terms  of  the  notification 
aspect. 

The  Secretary  of  Labor's  Task  Force  on  Economic  Adjustment 
and  Worker  Dislocation  reported  to  Secretary  Brock  that  "This  is 
not  a  problem  just  for  industry  or  labor  or  government  alone. 
Rather,  it  is  the  concern  of  every  citizen.  Protecting  the  country's 
investment  in  human  capital  ensures  a  more  productive,  fully-em- 
ployed society.  The  problem  is  of  sufficient  magnitude  and  urgency 
that  it  demands  an  effective  coordinated  response."  That  is  the 
point  of  the  notification  issue. 

You  know  about  the  dollar  amount  and  what  would  be  done  with 
each  title.  Our  major  concern  is  that  we  do  not  have  sufficient  as- 
surances that  mayors  and  other  local  officials  will  be  able  to  deter- 
mine how  the  funds  in  Title  I  are  to  be  spent  in  their  communities, 
or  that  these  funds  will  be  used  in  tandem  with  other  employment 
and  training  dollars.  We  want  to  make  sure  that  we  are  able  to  co- 
ordinate the  effort,  and  that  the  local  officials  will  be  able  to  play 
an  integral  part  in  any  coordinated  effort. 
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Reserving  30  percent  of  the  funds  for  demonstration  and  discre? 
tionary  programs  is  excellent.  It  is  going; to ^encourage^innovativa*. 
efforts,  and  that  is  the  kind  of  thing  that  is  eventually  going  to 
give  us  the  long-term  solutions  to  the  problem. 

We  like  the  Public  Works  Employment  Demonstration  Program 
because  it  has  the  dual  benefit  of  providing  income  and  continued 
employment  to  workers  while  improving  the  deteriorating  infra- 
structure in  so  many  of  our  cities. 

We  do  not  understand,  however,  whj'  it  is  proposed  that  these 
public  works  projects  could  be  vetoed  by  the  business  and  labor 
representatives  on  a  Private  Industry  Council,  but  not  by  the 
public  members  who  represent  local  government. 

There  appears  to  be  general  agreement  by  representatives  of 
business,  labor  and  loC€d  government  that  advance  notification  to 
employees  and  local  governments  of  plant  closing  and  large-scale 
permanent  layoffs  is  good  policy.  Obviously,  Secretary  Brocirs  Task 
Force  agreed  with  this,  and  we  know  that  you  do  as  well,  since  it  is 
a  key  provision  of  Senate  538. 

We  wanted*  to  stress  that  the  mayority  of  workers  who  have  lost 
their  jobs  have  in  fact  received  little  notice  or  assistance  in  the  ad- 
justment process.  A  study  by  GAO  showed  that  when  a  business  es- 
tablishment closed  in  which  at  least  100  employees  lost  their  jobs, 
only  18  percent  of  those  businesses  provided  genersd  notice  30  to  90 
days  in  advance  to  white-collar  workers  and  only  14  percent  provid- 
ed such  notice  to  blue-collar  workers.  Specific  notice  30  to  90  days 
in  advance  was  provided  by  only  17  percent  of  the  establishments 
to  white-collar  workers  and  13  ^rcent  to  blue^llar  workers. 

As  you  know;  general  notice  is  an  advance  warning  with  no  date 
specified,  and  specific  notice  informs  workers  of  their  actual  termi- 
nation date:  Well,  that  is- the  reality.  In  fact,  they  are  not  getting 
notification^  It  is  the  exception,  rather  than  the  rule  when  there  is 
notification  advanced. 

So  we  clearly  feel  that  this  is  a  very  needed' provision. 

We  know  that  the  big  debate  is  whether  it  should  be  voluntary 
or  mandatory  notification.. We  feel  because  the  track  record  is  in 
fact  so  poor,  and  because- so  many-  workers  and  local  .communities 
have  received  little  or  no  notice  of  any  of  these  layoffs  that  really 
bind  our  hands  in  terms  of  .being  able  to  respond  effectively,  the 
Conference  of  Mayors  ieels*  very  strongly  .that  notification  must  be 
mandatory.  That  will  give  the  employer,  the  employees,  and  the 
State  and  local  governments  time  to  respond  to  the  impact  the  clos- 
ing or  layoff  will  have  on  the  community  and  on  the  specific  work- 
ers affected.  Through  that  consultation  process,  all  parties  will  be 
able  to  explore  alternatives  to  the  plant  closing  or  layoff  and  devel- 
op efforts  to  assist  the  affected  workers. 

We  need  to  know  what  the  impact  is  ^oing'  to  be  to  our  school 
system,  what  the  impact  is  going  to  be  m  our  housing  situation, 
whether  we  are  going  to  have  to  implement  a  relocation  assistance 
pro-am  for  families  that  are  no  longer  going  to  be  able  to  afford 
their  mortgages,  and  certainly,  in  terms  of  our  human  service  net- 
work. We  have  got  to  be  able  to  hire  those  people  and  train  them 
to  deal  with  these  people  in  need.  So  we  think  it  is  awfully  impor- 
tant, and  obviously,  we  applaud  your  involvement  and  quick  action 
on  the  legislation,  and  we  think  that  the  concerns  we  nave  raised 
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can  be  adequately  addressed,  and  we  look  forward  to  achieving  that 
with  you. 

Senator  Metzenbaum.  Thank  you,  Mayor  Moran. 

Mayor  Moran.  Was  that  pretty  much  five  minutes? 

Senator  Metzenbaum.  A  little  bit  over,  but  since  you  were  at  the 
very  critical  point  where  you  were  saying  that  you  endorse  the  idea 
of  notification*  and  consultation,  I  was  not  going  to  cut  you  off 
[Laughter.]  *^ 

[The  prepared  statement  of  Mayor  Moran  follows:] 
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MR.  CHAIRMAN.  MEMBERS  OF  THE  COMMITTEE,  I  AM  JAMES  P.  MORAN, 
JR.,  MAYOR  OF  ALEXANDRIA.     I  APPEAR  BEFORE  YOU  THIS  MORNING  ON 
BEHALF  OF  THE  U.S.  CONFERENCE  OF  MAYORS.     WE  CONGRATULATE  YOU  ON 
MOVING  SO  QUICKLY  TO  INTRODUCE  LEGISLATION  TO  ADDRESS  THE  SERIOUS 
PROBLEM  OF  DISLOCATED  WORKERS  IN  THIS  COUNTRY,     WE  ARE  READY  TO 
WORK  WITH  YOU  TO  MAKt  SURE  THAT  SUCH  LEGISLATION  IS  ENACTED  INTO 
LAW. 

ACORDING  TO  THE  BUREAU  OF  LABOR  STATISTICS,  13.1  MILLION 
WORKERS  AGED  20  AND  OLDER  LOST  THEIR  JOBS  BETWEEN  JANUARY  OF  1981 
AND  JANUARY  OF  1986.     OF  THOSE  EMPLOYED  THREE  YEARS  OR  MORE,  55 
PERCENT  LOST  THEIR  JOBS  BECAUSE  OF  PLANT  CLOSINGS  OR  BUSINESS 
FAILURES,  ONE-THIRD  DUE  TO  "SLACK  WORK,"  AND  THE  REMAINDER  BECAUSE 
THEIR  POSITION  OR  SHIFT  WAS  ABOLISHED.     ABOUT  ONE-HALF  OF  THESE 
WORKERS  LOST  MANUFACTURING  JOBS.     ONE-THIRD  OF  THESE  WORKERS  HAVE 
NOT  BEEN  REEMPLOYED.     OF  THOSE  WHO  HAVE  FOUND  NEW  JOBS,  30  PERCENT 
WERE  EMPLOYED  AT  JOBS  WHICH  ENTAILED  PAY  CUTS  OF  20  PERCENT  OR 
MORE.* 

THESE  STATISTICS  DRAMATIZE  THE  PROBLEMS  THAT  TOO  MANY  HARD 
WORKING  AMERICANS  FACE.     LONG  TERM  UNEMPLOYMENT  HAS  A  DEVASTATING 
EFFECT  ON  A  COMMUNITY  AND  ON  THE  INDIVIDUALS  INVOLVED.     THERE  ARE 
PERSONAL  AND  FINANCIAL  HARDSHIPS.     THERE  ARE  COSTS  TO  THE  LOCAL 
COMMUNITY.     THE  DISLOCATED  WORKER  AND  HIS  OR  HER  FAMILY  ARE  NO 


*  "Reemployment  Increases  Among  Displaced  Workers,"  Ne ws ,  United 
States  Department  of  Labor,  Bureau  of  Labor  Statistics,  October 
14,  1986. 
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LONGER  ABLE  TO  CONTRIBUTE  TO  THE  LOCAL  ECONOMY,  ANO  IN  FACT  OFTEN 
MUST  TAKE  FROM  IT  TO  RECEIVE  THE  HELP  ANO  INCOME  ASSISTANCE  THEY 
NEEO  TO  GET  BY,     ANO  THE  NATION  AS  A  WHOLE  LOSES  THE  PROOUCTIVITY 
OF  EXPERIENCEO  HORKtRS,     AT  A  TIME  WHEN  HE  ARE  SO  CONCERNEO  WITH 
OUT  COMPETITIVENESS  IN  TH?  WO«l.O  ECONOMY,  WE  CAN  HAROLY  AFFORO  TO 
HA<TE  SUCH  A  SIGNFICIANT  AMOUNT  OF  HUMAN  CAPITAL, 

'  THE  SECRETARY  OF  LABOR'S  TASK  FORCE  ON  ECONOMIC  AOJUSTMENT 
ANO  WORKER  OISLOCATION  IN  ITS  OECEMBER  1986  REPORT  TO  SECRETARY 
WILLIAM  E,  BROCK  SAIO  THAT  THE  PROBLEM  OF  WORKER  OISLCATION  "IS 
NOT  ONE  FOR  INOUSTRY,  OR  LABOR,  OR  GOVERNMENT,  ALONE,     RATHER  IT 
IS  THE  CONCERN  OF  EVERY  CITIZEN,     PROTECTING  THE  COUNTRY'S 
INVESTMENT  IN  HUMAN  CAPITAL  ENSURES  A  MORE  PROOUCTIVE,  MORE  FULLY 
EMPLOYED  SOCIETY  FOR  ALL,,,,THE  PROBLEM  IS  OF  SUFFICIENT  MAGNITUDE 
ANO  URGENCY  THAT  IT  OEMANOS  AN  EFFECTIVE  COOROINATEO  RESPONSE  WITH 
SPECIAL  PRIORITY  BY  BOTH  THE  PUBLIC  ANO  PRIVATE  SECTORS," 

THE  BILL  THAT  YOU  HAVE  PROPOSED,  ANO  WHICH  WE  OISCUSS  TODAY, 
S  538,  i^'DULD  ENACT  INTO  LAW  MANY  OF  THE  RECOMENOATIONS  OF  THE 
SECRETARY'S  TASK  FORCE,     IT  WOULO  AUTHORIZE  A  NEW  FEDERAL  PROGRAM 
OF  SERVICES  TO  DISLOCATED  WORKERS,  FUNDED  AT  $980  MILLION,  AS 
PROPOSED,  70  PERCENT  OF  THE  FUNDS  WOULD  BE  AVAILABLE  FDR  JOB 
TRAINING,  JOB  SEARCH  ASSISTANCE,  CORRECTING  BASIC  EDUCATION 
DEFICIENCIES,  VOCATIONAL  AND  ON-THE-JOB  TRAINING  AND  INCOME 
SUPPORT,     THESE  ARE  SERVICES  BADLY  NEEDED  BY  THIS  POPULATION, 
SINCE  ONLY  ABOUT  FIVE  PERCENT  OF  DISLOCATED  WORKERS  ARE  CURRENTLY 
SERVED  THROUGH  THE  JOB  TRAINING  PARTNERSHIP  ACT, 

OUR  ONLY  CONCERN  REGARDING  THIS  TITLE  IS  THAT  IT  DDES  NOT 
CONTAIN  ASSURANCES  THAT  MAYORS  AND  OTHER  LOCAL  OFFICIALS  WILL  BE 
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ABLE  TO  DETERMINE  HOW  THE  FUNDS  ARE  TD  BE  SPENT  IN  THEIR 
COMMUNITIES  DR  THAT  THESE  FUNDS  WILL  BE  USED  IN  TANDEM  WITH  OTHER 
EMPLOYMENT  AND  TRAINING  DOLLARS*     IN  ADDITION,  WHEN  A  RESPONSE 
TEAM  IS  CALLED  IN  BECAUSE  OF  A  PLANT  CLOSING  OR  A  MAJOR  LAYOFF,  IT 
IS  CRITICAL  THAT  THE  MAYOR  BE  INVOLVED*     WHILE  WE  NEED  TO  PROVIDE 
MORE  ASSISTANCE  TO  DISLOCATED  WDRKL.IS,  WE  SHOULD  MAKE  SURE  THAT 
THIS  ASSISTANCE  IS  COORDINATED  WITH  EXISTING  EFFORTS* 

RESERVING  3D  PERCENT  OF  THE  FUNDS  FDR  DEMONSTRATION, 
EXEMPLARY  AND  DISCRETIONARY  PROGRAMS  IS  AN  EXCELLENT  APPROACH, 
THIS  TITLE  SHOULD  ENCOURAGE  INNOVATIVE  EFFORTS  AND  COULD  TEST 
BETTER  WAYS  OF  MOVING  DISLOCATED  WORKERS  BACK  INTO  PRODUCTIVE 
EMPLOYMENT*     THE  PROVISION  OF  TRAINING  LOANS  AND  THE  USE  OF 
UNEMPLOYMENT  INSURANCE  BENEFITS  TO  HELP  START-UP  BUSINESS  VENTURES 
HAVE  BEEN  USED  BY  OTHER  COUNTRIES  AND  CERTAINLY  ARE  WORTH  TRYING 
HERE*     THE  PUBLIC  WORKS  EMPLOYMENT  DEHCrtSTRATIDN  PROGRAM  WOULD 
HAVE  THE  DUAL  BENEFIT  OF  PROVIDING  INCOME  AND  CONTINUED  EMPLOYMENT 
TO  WORKERS  AND  IMPROVING  THE  DETERIORATING  INFRASTRUCTURE  AT  THE 
SAME  TIME*     WE  DO  HOT  UNDERSTAND,  HOWEVER,  WHY  IT  IS  PROPOSED  THAT 
THESE  PUBLIC  WORKS  PROJECTS  COULD  BE  VETOED  BY  THE  BUSINESS  AND 
LABOR  REPRESENTATIVES  ON  A  PRIVATE  INDUSTRY  COUNCIL,  BUT  NOT  BY 
THE  PUBLIC  MEMBERS  WHO  REPRESENT  LOCAL  GOVERNMENT* 

THERE  APPEARS  TO  BE  GENERAL  AGREEMENT  BY  REPRESENTATIVES  OF 
BUSINESS,  LABOR  AND  LOCAL  GOVERNMENT  THAT  ADVANCE  NOTIFICATION  TO 
EMPLOYEES  AND  LOCAL  GOVERNMENTS  OF  PLANT  CLOSINGS  AND  LARGE  SCALE 
PERMANENT  LAYOFFS  IS  GOOD  POLICY*     THE  SECRETARY'S  TASK  FORCE 
AGREED  WITH  THIS,  AND  OBVIOUSLY  YOU  DO  AS  WELL  SINCE  ADVANCE 
NOTIFICATION  IS  A  KEY  PROVISION  OF  S  538*     DESPITE  THE  FACT  THAT 
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MOST  PARTIES  SEE  ADVANCE  NOTIFICATION  AS  A  KEY  COMPONENT  OF  A 
SUCESSFUL  AOJUSTMENT  EFFORT,  THE  MAJORITY  OF  WORKERS  HHO  HAVE  LOST 
THEIR  JOBS  HAVE  RECEIVEO  LITTLE  NOTICE  OR  ASSISTANCE  IN  THE 
AOJUSTMENT  PROCESS.     A  STUOY  BY  THE  GENERAL  ACCOUNTING  OFFICE  OF 
BUSINESS  ESTABLISHMENT  IN  WHICH  AT  LEAST  100  EMPLOYEES  LOST  THEIR 
JOBS  DURING  1983  ANO  1984  SHOWEO  THAT  ONLY  18  PERCENT  OF  THE 
BUSINESSES  PROVIOEO  GENERAL  NOTICE  30  TO  90  OAYS  IN  AOVANCE  TO 
WHITE-COLLAR  WORKERS  ANO  ONLY  14  PERCENT  PROVIOEO  SUCH  NOTICE  TO 
BLUE-COLLAR  WORKERS.     SPECIFIC  NOTICE  30  TO  90  OAYS  IN  AOVANCE  WAS 
PROVIOEO  BY  17  PERCENT  OF  THE  ESTABLISHMENTS  TO  WHITE-COLLAR 
WORKERS,  BY  13  PERCENT  TO  BLUE-COLLAR  WORKERS.     GENERAL  NOTICE  IS 
AN  AOVANCEO  WARNING  WITH  NO  OATE  SPECIFIEO.     SPECIFIC  NOTICE 
INFORMS  WORKERS  OF  THEIR  ACTUAL  TERMINATION  OATE. 

WE  RECOGNIZE  THAT  THERE  IS  MUCH  OEBATE  RIGHT  NOW  AS  TO 
WHETHER  NOTICE  SHOULO  BE  VOLUNTARY  OR  MANOATORY.     BECAUSE  THE 
TRACK  RECORO  IS  SO  POOR,  BECAUSE  SO  MANY  WORKERS  ANO  LOCAL 
COMMUNITIES  HAVE  RECEIVEO  LITTLE  OR  NO  NOTICE  OF  AN  IMPENOING 
PLANT  CLOSING  OR  A  MAJOR  LAYOFF,  THE  CONFERENCE  OF  MAYORS  STRONGLY 
AGREES  THAT  NOTIFICATION,  AS  PROVIOEO  FOR  IN  S  538,  MUST  BE 
MANOATORY.     THAT  WILL  GIVE  THE  EMPLOYER,  THE  EMPLOYEES  ANO  THE 
STATE  ANO  LOCAL  GOVERNMENTS  TIHE  TO  RESPOND  TO  THE  IMPACT  THAT  THE 
CLOSING  OR  LAY  OFF  WILL  HAVE  ON  THE  COMMUNITY  ANO  ON  THE  SPECIFIC 
WORKERS  APPECTEO.     THROUGH  A  CONSULTATION  PROCESS  ALL  PARTIES  WILL 
BE  ABLE  TO  EXPLORE  ALTERNATIVES  TO  THE  PLANT  CLOSING  OR  LAY  OFF 
ANO  TO  DEVELOP  EFFORTS  TO  ASSIST  THE  AFFECTED  WORKERS. 

AGAIN,  MR.  CHAIRKAN,  WE  APPLAUD  YOUR  QUICK  ACTION  ON  THIS 
LEGISLATION.     WE  ARE  CONFIDENT  THAT  THE  CONCERNS  WE  RAISED  CAN  BE 
ADDRESSED,  AND  WE  LOOK  FORWARD  TO  WORKING  WITH  YOU  TO  SEE  THE  BILL 
PASSED. 


ERIC 


33 

Senator  Metzenbaum.  Ms.  Waxman,  we  are  happy  to  welcome 
you  to  the  table.  I  think  you  are  the  Government  Relations  Direc- 
tor for  the  Conference  of  Mayors;  is  that  correct? 

Ms.  Waxman.  Yes,  Senator.  I  am  an  Assistant  Executive  Direc- 
tor of  the  U.S.  Conference  of  Mayors. 

Senator  Metzenbaum.  We  are  happy  to  have  you  with  us. 

Ms.  Waxman.  Thank  you. 

Senator  Metzenbaum.  Governor  Celeste,  I  know  you  have  stud- 
ied both  our  bill  and  the  Administration's  worker  adjustment  pro- 
posal. Both  bills  seek  to  provide  training  and  reemployment  assist- 
ance that  is  comprehensive,  prompt,  and  flexible. 

How  would  you  compare  the  Administration's  approach  with  S. 
538  in  terms  of  meeting  that  goal? 

Governor  Celeste.  Well,  I  prefer  S.  538.  I  think  first  the  defini- 
tion of  the  displaced  worker  is  broader,  and  I  think  that  is  very  im- 
portant, it  is  more  inclusive.  There  is  substantial  additional  discre- 
tion provided  to  State  and  local  government,  as  I  read  it,  with  70 
percent  of  the  funds  directly  allocated  toward  us. 

One  of  the  problems  with  the  funding— and  this  is  true  in  our 
Title  III  and  how  we  carry  it  forward  from  year  to  year — is  going 
back  on  quarterly  allotment.  I  mean,  we  spend  more  time  process- 
ing paper  than  dislocated  workers,  too  frequently,  and  I  think  that 
is  a  serious  problem. 

I  think  that  there  are  some  very  important  creative  dimensions 
under  the  demonstration  section  m  Title  III  that,  as  I  indicated, 
would  point  in  the  direction  of  programs  that  I  think  could  ^ork 
very  beneficially— encouraging  entrepreneurship  for  di'^located 
workers;  the  public  service  work,  that  opportunity  with  some 
income  support  which  I  think  is  certainly  worthwhile  exploring. 

It  seems  to  me  that  there  is  a  difference  in  terms  of  funding  in 
that  the  Administration  proposes  to  generate  its  $980  million  by  in- 
cluding both  Title  III  funds  and  the  Trade  Adjustment  Act  money, 
and  I  do  not  sense  that  that  is  the  case  in  terms  of  your  funding, 
but  I  may  not  be  clear  on  that. 

Finally,  of  course,  the  area  of  mandatory  notification  which,  as  I 
indicated,  it  seems  to  me  is  a  critical  ingredient  in  a  coherent  na- 
tional strategy  for  worker  adjustment. 

Senator  RIetzenbaum.  We  have  a  novel  procedure  in  the  bill  to 
encourage  an  individual  to  go  out  and  try  to  start  his  or  her  own 
business. 

Governor  Celeste.  That  is  right. 

Senator  Metzenbaum.  Normally,  when  you  do  that,  you  would 
lose  your  unemployment  compensation.  But  we  have  put  a  provi- 
sion in  that  you  can  maintain  your  unemployment  compensation 
while  you  are  out  there,  trying  to  get  your  business  going.  Would 
you  care  to  comment  briefly  on  your  reaction  to  that  approach? 

Governor  Celeste.  Well,  I  believe  it  certainly  deserves  merit.  It 
is  hard  enough  to  venture  out  into  the  world  of  entrepreneurship, 
high  risk  as  that  is,  if  you  have  been  working  in  a  plant  for  15  or 
18  or  20  years;  you  are  putting  your  family's  future  at  risk  as  you 
undertake  that. 

If  we  want  to  encourage  entrepreneurship,  I  think  having  that 
minimum  incentive  or  protection  of  being  able  to  maintain  your 
unemployment  compensation  benefit,  it  seems  to  me,  is  worth- 
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while.  One  might  even  try  to  figure  out  whether  there  is  a  way  to 
be  able  to  elect  to  take  a  block  piece  of  that  benefit  and  convert  it 
into  some  part  of  your  investment  in  the  enterprise;  I  do  not  know. 

But  I  think  the  more  we  can  encourage  and  support— these  are 
very  mature  workers;  usually  it  is  the  older  worker  who  has  a  hard 
time  getting  back  into  the  arena— to  explore  the  possibilities  for 
self-employment,  the  better  it  will  be. 

Senator  Metzenbaum.  Mayor  Moran,  many  communities  provide 
special  incentives,  including  significant  tax  exemptions,  to  attract 
businesses.  Do  you  think  it  is  fair  for  a  business,  after  reaping  the 
benefits  of  these  special  incentives,  to  close  without  even  notifying 
or  consulting  with  the  local  elected  officials?  You  give  them  urban 
development  grants,  you  give  them  special  tax  considerations,  you 
help  them  with  respect  to  industrial  revenue  bonds,  and  you  do 
many  other  things  for  them— sometimes,  direct  subsidization  or  tax 
abatement.  Do  you  V  ink  it  is  fair,  under  those  circumstances,  to 
close  without  even  notifying  the  elected  ofiicial? 

Mayor  Moran.  Well,  Senator,  I  do  not  know  that  it  is  an  issue  of 
fairness.  Life  is  not  very  fair,  generally.  But  I  think  it  is  certainly 
appropriate  and  smart  to  do  that.  There  have  been  so  many  indus- 
trial revenue  bonds  issued  to  attract  and  retain  businesses.  All  over 
the  country,  communities  have  found  ways  to  provide  tax  advan- 
tages to  keep  them  there. 

Really,  we  have  a  hand-in-glove  relationship  between  the  public 
and  private  sectors,  and  this  would  be  inconsistent  with  that  rela- 
tionship not  to  notify  government  well  in  advance  of  any  plant 
closings,  because  it  has  a  dramatic  effect  throughout  the  communi- 
ty. 

There  are  so  many  opportunities  that  can  be  gained  by  advance 
notification.  When  local  governments,  for  example,  give  out  con- 
tracts for  their  public  works  projects,  they  can  encourage  the  firm 
to  hire  the  very  workers  that  they  know  in  advance  are  going  to  be 
laid  off.  They  also  know  other  businesses  that  are  likely  to  come  in. 
We  are  always  going  to  national  conferences  and  trying  to  attract 
businesses.  It  enables  us  to  target  our  efforts  on  what  businesses  to 
attract  more  effectively,  because  we  know  what  kind  of  employ- 
ment capacity  is  going  to  be  available  in  the  community  for  these 
new  businesses. 

So  it  is  just  smart,  it  makes  good  sense,  and  it  certainly  is  appro- 
priate given  the  relationship  that  we  have  had  in  the  past. 

Senator  Metzenbaum.  Thank  you. 

Senator  Quayle,  do  you  have  any  questions? 

Senator  Quayle.  Yes.  Thank  you,  Mr.  Chairman. 

First  I  just  want  to  establish  if  we  are  speaking  for  ourselves  or 
for  the  Association. 

Governor  Celeste.  I  am  speaking  today  as  the  Governor  of  Ohio, 
not  for  the  National  Governor's  Association.  If  you  would  like,  I 
can  identify  some  of  the  policies  on  worker  adjustment  that  the 
NGA  has  adopted  as  policy,  but  for  example,  on  the  issue  of  notifi- 
cation, there  is  not  an  NGA  position. 

Senator  Quayle.  On  the  mandatory  notification,  do  you  have 
any  

Governor  Celeste.  There  is  not  an  NGA  position. 
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Senator  Quayle.  There  is  not  an  NGA  position.  Do  you  have  any 
idea  what  the  mEgorityof  the  Governors  feel- on  this? 

Governor  Celeste.  I  think  all  reasonable  Governors  would  agree 
with  me,  but  I  am  not  sure  how  many.  [Laughter.] 

Senator  Quayle.  Do  we  have  a  majority  of  reasonable  Governors 
out  there?  I  guess  that  is  the  question. 

Governor  Celeste.  Mr.  Chairman,  Senator  Quayle,  I  cannot  give 
you  an  exact  answer. 

Senator  Quayle.  You  do  not  really  know,  then. 

Senator  Metzenbaum.  Was  the  issue  ever  put  to  a  vote? 

Governor  Celeste.  No.  We  have  not  reached  that  point  in  it. 
There  has  been  discussion  of  the  issue,  but  not  in  the  framework  of 
this  yearns  policy  resolution. 

Senator  Quayle.  Mayor  Moran,  what  about  the  U.S.  Conference 
of  Mayors?  Are  you  here  individually,  or  are  you  representing  their 
position? 

Mayor  Moran.  i  am  representing  their  position.  Senator,  and 
they  have  not  taken  a  specific  vote  on  this  issue,  but  it  is  fully  con- 
sistent with  prior  votes  that  have  been  taken  on  related  issues. 

Senator  Quayle.  But  they  have  voted  in  the  past  on  mandatory 
notice? 

Mayor  Moran.  Well,  not  mandatory  notice,  no. 

Senator  Quayle.  Well,  that  is  a  critical  part  of  this  bill.  Now,  are 
you  speaking  for  them  on  the  mandatory  notification,  that  they 
support  it,  or  are  you  speaking  as  an  individual? 

Mayor  Moran.  Ms.  Waxman  is  going  to  respond  to  that. 

Ms.  Waxman.  If  I  may  explain.  Senator,  the  issue  of  mandatory 
notice  of  plant  closings  has  not  come  up  as  a  policy  issue  with  the 
Mayors. 

Senator  Quayle.  It  has  not  come  up.  Okay. 

Ms.  W.JCMAN.  However,  the  idea  of  mandatory  notice  with  the 
local  government  is  entirely  consistent  with  all  of  our  other  policy. 

Senator  Quayle.  But  the  mandatory  plant  notification  has*  not 
been  addressed  by  the  Conference  of  Mayors. 
.    Ms.  Waxman..  Not  in  a  specific  policy  resolution. 

Senator  Quayle.  So  therefore  you  have  not  addressed  that  issue, 
as  the  Governors  Association  has  not  addressed  it,  either.  Okay. 

Governor,  since  you  uupport  the  mandatory  notification,  I 
wonder,  have  you  suggested  this  to  your  Ohio  State  Legislature? 

Governor  Celeste.  No.  I  have  pointed  out  that  I  do  not  believe  it 
should  be  enacted  as  State  law.  My  position  consistently  has  been 
that  this  should  be  nationel  legislation.  Let  me  put  it  in  the  con- 
text, if  I  may,  Mr.  Chairmaii  and  Senator  Quayle,  of  environmental 
legislation. 

It  seems  to  me  one  of  the  really  devastating  situations  would  be 
if  States  bid  against  each  other  to  see  who  could  do  less  in  the  way 
of  regulating  the  environment.  And  the  same,  it  seems  to  me,  is 
true  in  terms  of  national  standards  on  worker  adjustment.  It 
should  be  a  Federal  law,  not  a  State  law. 

Senator  Quayle.  Now,  let  us  separate  aside  the  worker  adjust- 
ment and  the  point  I  want  to  focus  on  for  a  while  is  the  mandatory 
notification. 

Governor  Celeste.  I  agree. 
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Senator  Qoayle.  I  think  you  said,  if  I  remember  correctly  in 
your  statement,  that  you  thought  that  the  mandatory  notification 
was  essential  to  mcreasing  productivity  and  competition— some- 
thing along  those  Imes— am  I  correct? 

Governor  Celeste.  No.  V/hat  I  said  was  it  is  essential  for  the 
most  efficient  and  effective  worker  adjustment  policy. 
^  Senator  Quayle.  Do  you  think  that  mandatory  notification  will 
increase  productivity? 

Governor  Celeste.  Yes,  I  do. 

Senator  Quayle.  Do  you  think  it  will  increase  competition? 

Governor  Ceuste.  Yes,  I  do.  Could  I  give  you  some  examples, 
Mr.  Chairman,  Senator  Quayle? 

Senator  Quayle.  Well,  if  you  think  it  will  increase  productivity 
and  it  will  mcrease  competition,  then  why  wouldn't  you  recom- 
mend it  to  the  General  Assembly  of  Ohio? 

Governor  Celeste.  Because  I  believe  it  should  be  adopted  as  a  na- 
tional standard.  Otherwise,.  Mr.  Chairman  and  Senator  Quayle,  we 
know  that— to  me  as  a  Governor,  one  of  the  most  discouraging  as- 
pects of  our  effort  to  become  competitive  are  those  people  who  will 
say  that  the  competition  really  is  between  Indiana  and  Ohio,  when 
it  is  not;  it  IS  competition  between  the  Great  Lakes  Region  of  this 
country  and  Singapore  or  Brazil.or  Japan  or  Taiwan. 

Now,  let  me  give  you  a  couple  of  examples  of  how  '*t  increases 
competition. 

Early  notification  by  Standard  Oil,  which  was  making  a  decision 
to  get  out  of  the  Carbonmdum  production  line,  for  business  strate- 
gy purpos^,  would  close  a  plant  in  central  Ohio,  and  it  did  close 
the  plant.  But  there  was  still  a  market  for  this  product.  And  man- 
agement of  that  plant,  though  it  took  longer  time  than  the  early 
notification  provided,  set  out  to  develop  a  fmance  plan  so  that  they 
could  get  back  m  business.  They  have.  And  Carborundum,  Inc.  is 
now  niore  competitive  in  that  specific  marketplace  than  it  was 
when  it  was  operated  as  part  of  a  larger  Standard  Oil  enterprise. 

In  New  Philadelphia,  Ohio,  a  company  called  Graydol,  which 
produces  lift  vehicle,  was  a  division  of  a  larger  company.  They 
were  closmg  down  that  division  because  they  did  not  feel  they 
could  be  competitive.  They  provided  voluntarily  in  this  case  early 
notification,  and  the  plant  management  pursued  a  plan  to  finance 
and  teke  over  that  plant,  which  they  have  done,  and  they  have 
stayed  competitive  in  a  very  tough  line  where  we  face  a  lot  of  for- 
eign competition,  and  it  preserved  jobs. 

The  truth  of  the  matter  is  the  closing  decisions  are  often  made 
by  corporate  headquarters,  far  from  the  plant,  and  management 
wants  early  notification  as  much  as  the  worker. 

Senator  Quayle.  Believe  me,  as  far  as  a  corporate  practice— and 
you  have  given  some  good  examples  where  they,  in  fact,  have  had 
advance  notice  of  where  they  have  in  fact  have  had  advance  con- 
sultation and  have  in  fact  worked  things  out  in  getting  the  read- 
justment. 

But  just  getting  back  to  the  basic  premise,  if  in  fact  this  is  going 
fe  be  more  competitive- and  more  productive,  all  Governors,  our 
Governor  included,  are  looking  for  ways  to  increase  productivity 
and  competition  even  within  our  States.  Sure,  we  have  national 
and  international  competition;  there  is  some  friction  between  vari- 
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ous  r^ons  of  the  country.  But  if  in  fact  advance  notification,  man- 
datory notification,  was  really  going  to  increase  productivity  and 
increase  competition  and  competitive  forces  and  attract  new  busi- 
nesses to  the  States,  which  all  Governors  are  very  interested  in,  as 
well  as  Mayors,  therefore  I  would  think  this  would  be  one  of  the 
issues  that  would  be  before  the  General  Assembly. 

Some  States  have  in  fact  adopted  it;  others  have  not.  And  now 
we  are  saying,  well,  it  is  really  good  competition,  it  is  good  produc- 
tivity, but  we  do  not  want  to  adopt  it;  the  States  will  just  let  the 
Federal  government  do  this.  That  is  where  I  run  into  this  concern 
that  I  have. 

I  was  listening  to  your  testimony  and  going  through  it.  You 
talked  about  the  Bliss  Company,  you  talked  about  GE,  you  talked 
early  on  about  Goodrich  and  General  Motors.  And  you  talked  about 
how  they  in  fact  have  worked  out  a  transition  and  how  that  has 
worked.  They  have  done  this  without  mandatory  notification,  with- 
out any  kind  of  laws,  without  any  kind  of  requirement. 

Governor  Celeste.  That  is  right. 

Senator  Quayle.  I  can  go  in  my  State— International  Harvester 
did  a  very  good  job  in  Fort  Wayne,  Indiana  when  they  had  to  un- 
fortunately close  down.  A  lot  of  people  were  lost.  They  did  a  very 
good  job  of  working  and  making  sure  chat  people  got  the  transition. 

Western  Electric— a  year,  year  and  a  half  notification.  We  are 
now  going  through  a  very  difficult  one,  and  we  are  talking  to  them 
right  now— Chrysler  is  looking  at  shutting  down  a  plant  in  Indian- 
apolis. But  we  have  experiences  in  Indiana  where  we  have  in  fact 
this  early  notification— and  believe  me,  we  want  it.  It  is  helpful.  It 
is  helpful  to  the  economic  development  to  have  some  certamty  of 
what  is  going  to  happen.  It  is  helpful  to  those  people  that  are  po- 
tentially going,  to  lose  their  jobs  to  get  eiarly-On  training. 

And  our  Governor  and  Lieutenant  Governor,  as  you  have  done, 
went  in  there  early;  you  helped  work  in  this  transition. 

So  my  point  is  that  we  ought  to  encourage  this.  It  ought  to  be 
done.  We  have  success  stories  of  how  it  has  been  done. 

My  concern  is  come  down  to  writing  this  as  Federal  legislation 
and  mandating  it.  Let  us  not  take  GE  or  Goodrich  or  International 
Harvester  or  Western  Electric.  Let  us  take  the  case  of  a  person,  a 
small  business,  that  employs  several  hundred  people,  and  he  is  de- 
pendent upon,  say,  GE  for  a  contract.  Say  it  is  auto  parts  supplies, 
and  they  make  a  certain  auto  part  supply  in  that  particular  busi- 
ness. And  all  of  a  sudden  General  Motors  says,  "Sorry,  the  contract 
is  up.  We  are  just  simply  not  going  to  do  it' —for  whatever  reason. 
And  tha.'.  person  had  one  contract  that  employed  several  hundred 
people. 

Now,  how  is  mandatory  notification  going  to  work  in  that  situa- 
tion? I  mean,  how.  Governor,  are  they  going  to  be  able  to  give 
that  

Governor  Celeste.  How  early  does  General  Motors  renew  its  con- 
tracts? I  would  submit,  Mr.  Chairman  and  Senator  Quayle,  that  . 

Senator  Quayle.  How  early  does  General  Motors  what? 

Governor  Celeste.  Renew  its  contracts.  I  mean,  they  are  negoti- 
ating contracts  right  now  for  1990  and  1991.  Let  me  go  back  tc  the 
issue  of  competitiveness  in  a  global  
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Senator  Metzenbaum.  May  I  just  make  an  observation  to  my  col- 
league? There  is  an  exception  in  the  bill  for  unforseen  develop- 
ments. And  we  have  no  problem  about  making  that  language  as 
tight  as  necessary  or  as  loose  as  necessary  in  order  to  cover  the 
subject. 

We  are  talkmg  about  planned  plant  closures,  not  when  a  sudden 
emergency  comes  up,  and  they  cannot  do  anything  about  it. 

Senator  Quayle.  I  understand  that,  but  I  would  think  an  unseen 
situation  of  losmg  a  contract  would  not  be  unseen.  I  mean,  that  is  a 
very  distinct  possibility. 

You  lose  contracts  from  tune  to  time,  whether  it  is  with  General 
Motors,  or  say  you  are  doing  business  with  the  Department  of  De- 
fense or  Department  of  Transportation,  and  all  of  a  sudden  you 
lose  a  particular  contract;  you  just  lose  it— not  three  years  out,  but 
you  lose  it.  You  lose  that  contract.  I  do  not  see  how  in  that  particu- 
lar case  you  are  going  to  be  able  to  give  this  mandatory  notifica- 
tion. And  there  are  some  real  liabilities  that  go  along  with  not 
complying  with  the  law. 

Senator  Metzenbaum.  As  the  author  of  the  bill  I  want  to  say  if 
that  is  your  main  problem,  we  will  work  it  out.  We  will  work  it 
out.  > 

Senator  Quayle.  Oh,  well  

Governor  Celeste.  If  I  may,  Mr.  Chairman,  Senator  Quayle,  I 
would  hke  to  go  back  to  the  issue  which  I  think  is  a  valid  issue  and 
concern  about  why  not  enact  this  at  the  State  level  rather  than  at 
the  Federal  level.  Let  me  draw  a  contrast  for  you. 

The  State  of  Ohio  took  the  initiative  and  passed  legislation  to  dis- 
courage certain  conduct  and  unfriendly  corporate  takeovers.  And 
we  have  done  so  very  successfully.  Now,  interestingly  enough,  lead- 
ership m  the  pnvate  sector,  business  leadership,  has  come  to  Wash- 
ington to  say,  let  us  do  somethmg  like  this  at  the  Federal  level;  in 
other  words,  let  us  have  a  Federal  standard  to  prevent  dislocated 
managers,  if  you  will.  Let  us  have  a  Federal  standard  to  set  the 
groundrules  for  the  whole  country  on  what  constitutes  fair  and  ap- 
propriate takeover  tactics. 

It  seems  to  me  that  there  are  certain  places  in  which  you  need  to 
define  the  economic  arena  as  the  nation  as  a  whole.  And  when  we 
talk  about  worker  adjustment,  it  should  in  fact  have  a  national 
standard,  which  is  contemplated  in  this  legislation,  with  a  lot  of 
flexibility  for  implementation. 

I  would  frankly  put  in  an  incentive  to  encourage  regional  coop- 
eration. The  State  of  Ohio,  working  with  Indiana,  and  four  other 
Great  Lakes  States,  is  presently  sharing  through  the  job  services, 
our  respective  employment  services,  is  sharing  resumes  now  on  a 
six-State  basis  to  encourage  the  movement  of  certain  workers.  That 
IS  what  worker  adjustment  should  involve,  an  enhanced  support 
system  and  mobility  that  includes  training,  job  search,  all  the  way 
along  the  line.  But  it  begins,  it  seems  to  me,  before  the  plant  closes. 
That  IS  the  point  I  would  make.  And  if  everybody  worked  with  the 
same  standard  nationally,  if  everybody  understood  that  it  was  the 
same  standard -nationally.  Mayor  Moran,  when  he  is  confronted 
with  It,  Governor  Celeste,  when  he  is  confronted  with  it.  Governor 
Orr,  when  he  is  confronted  with  it—we  would  be  better  off. 
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Senator  Quayle.  Governor,  I  do  not  dispute  that  as  a  general 
principle  and  as  the  standard  of  operation  of  corporate  responsibil- 
ity to  the  individual  employees,  to  the  communities  and  to  the 
State,  for  reputation  of  future  business  ventures,  that  there  should 
in  fact  be  not  only  the  notification,  but  when  there  is  going  to  be  a 
plant  closing  or  a  layoff,  that  you  have  this  early  intervention.  And 
that  is  one  of  the  things  in  Title  I  that  I  am  strongly  supportive  of 
and  we  keep  referring  to,  this  readjustment  assistance. 

One  of  the  things  that  I  have  said  we  need  to  do  in  Title  III  is  to 
try  and  figure  out  how  we  are  going  to  work  earlier  with  those  dis- 
located workers,  because  so  often  what  happens— I  know  it  hap- 
pened in  your  State— and  it  is  a  difficult  thing  to  look  somebody  in 
the  eye  and  say,  "Hey,  do  you  know  what?  You  are  not  going  to  be 
coming  back,  probably,  to  this  place  of  employment.'^  It  was  a 
tough  thing  to  say.  And  it  was  difficult  to  say  it,  because  what  the 
tendency  was  was  sort  of,  well,  let  us  go  ahead  and  just  wait  a  little 
bit,  and  maybe  I  will  get  called  back,  maybe  I  will  not— hopefully, 
they  would.  But  early  on,  saying,  hey,  you  know,  we  are  in  a 
changing  society. 

You  said  in  your  testimony,  and  I  have  made  a  number  of 
speeches  on  it,  that  we  are  going  to  have  people  graduating  from 
high  school  who  are  going  to  have  three  or  four  or  five  or  six  differ- 
ent jobs  in  a  lifetime.  Therefore,  somebody  that  receives  retraining 
or  education  in  midlife,  there  should  not  be  a  mark  on  their  em- 
ployment record.  That  is  part  of  our  society  today. 

And  what  I  see  happening  is  that  we  are  in  fact  moving  in  this 
direction.  And  I  think  there  is  really  a  lot  of  agreement  and  con- 
sensus on  the  readjustment  assistance;  but  there  really  is  not  on 
how  you  are  going  to  write  this  mandatory  notification.  And  you 
even  said  you  had  some  concerns  about  the  consultation  aspect  of 
it. 

Governor  Celeste.  Yes,  Senator. 

Senator  Quayle.  And  that  is  where  I  come  down  in  looking  to 
help  these  people,  particularly  in  the  labor-management  field.  We 
have  got  a  lot  of  areas  of  controversy.  And  you  said,  well,  we 
should  not  ignore  controversy;  we  ought  to  dig  right  in.  Fine.  On 
certain  thing^,  I  agree.  But  you  know,  when  you  get  down  to  some 
of  the  sensitive  labor-management  issues,  what  we  really  need  to 
stress  and  emphasize  are  some  of  the  things  that  we  agree  upon. 

You  know,  business  is  going  to  have  their  agenda,  labor  is  going 
to  have  their  agenda,  and  at  times  they  are  going  to  collide.  And 
we  will  take  votes  on  it  and  we  will  pick  up  the  pieces  and  march 
on  as  they  always  do. 

But  I  really  think  in  this  situation  that  we  ought  to  work  very 
much  on  things  that  we  can  agree  upon. 

Senator  Metzenbaum.  I  am  going  to  have  to  interrupt  my  col- 
league. If  I  do  not  interrupt  you,  those  who  are  most  strongly  con- 
cerned about  and  supporting  his  position  are  going  to  be  precluded 
from  being  heard  today.  And  I  do  not  want  to  do  that. 

Senator  Quayle.  But  I  have  got  a  lot  of  important  points  to 
make.  Let  me — I  have  got  a  couple  of  other  questions  here. 

Senator  Metzenbaum.  But  then  you  are  going  to  have  to  sit  here 
and  hear  the  NAM  and  the  Chamber  of  Q)mmerce  and  the  Com- 
mittee for  Economic  Development,  because  the  Chair  must  con- 
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elude  this  hearing  by  12:30,  and  I  do  not  want  to  cut  you  off,  but  I 
want  you  to  understand  that  I  am  trying  to  be  fair  to  all  the  wit- 
nesses. 

Senator  Quayle.  Okay.  I  just  think  that  these  are  some  very  im- 
portant points  that  we  ought  to  get  out,  and  I  think  that  we  are 
having  a  good  discussion.  I  can  just  tell  you  I  am  very  concerned 
and  very  interested  in  parts  of  this  bill. 

Let  me  ask  you.  Governor,  as  far  as  the  bill  itself,  if  you  had  to 
choose  between  Title  I  or  Title  n,  which  is  more  important  to  you? 

Governor  Celeste.  You  see,  I  think  that  when  we— Mr.  Chair- 
man and  Senator  Quayle,  I  understand  the  question— I  believe  that 
when  we  make  the  investment  in  Title  I,  which  is  an  investment 
that  benefits  the  companies  who  are  closing,  not  just  the  workers, 
but  the  companies  who  are  closing— we  are  entitled  to  expect  Title 
n  in  return  from  them. 

Senator  Quayle.  But  the  problem  as  I  see  it— and  maybe,  as  the 
Chairman  says,  well,  if  that  is  your  concern,  I  have  got  a  number 
of  concerns,  and  maybe  they  can  be  worked  out— if  they  can,  fine- 
but  if  they  cannot,  then  what  I  am  afraid  is  going  to  happen  is  that 
we  are  going  to  get  this  Title  I,  which  is  the  readjustment  assistr 
ance,  which  we  all  strongly  support,  and  I  do  not  think  there  is 
that  much  controversy  on  it— as  a  matter  of  fact,  I  think  it  can  be 
dealt  with,  I  think  it  can  be  moved  out  fairly  quickly— but  if  we  are 
going  to  tag  on  the  mandatory  notification,  I  just  look  at  some  po- 
litical predicaments  that  we  might  find  ourselves  in.  Instead  of  getr 
ting  early  action  on  Title  I,  it  may  be  slowed  down,  and  I  do  not 
think  that  is  going  to  help  anybody.  That  is  why  I  am  just  trying  to 
get  a  sense  from  you  if  there  is  a  priority. 

I  know  you  are  here  to  testify  for  the  bill,  and  you  want  to  sup- 
port your  Senator  from  Ohio,  but  I  just  wonder  if  you  might  be 
able  to  sort  of  talk  about  priorities  and,  sitting  from  this  viewpoint, 
where  you  might  suggest  that  we  go. 

Senator  Metzenbaum.  Senator  Quayle,  I  am  going  to  let  the  Gov- 
ernor answer  that,  but  then  I  am  going  to  have  to  go  forward  at 
that  point. 

Senator  Quayle.  Well,  I  

Governor  Celeste.  Mr.  Chairman  and  Senator  Quayle,  I  would 
prefer  to  stumble  along  with  what  we  have  got.  If  we  are  going  to 
take  a  step  forward  toward  a  comprehensive  program,  then  I  be- 
lieve mandatory  notification  ought  to  be  part  of  that.  And  I  would 
be  happy  to  spend  time  here  in  Washington,  working  with  business 
leaders,  working  with  concerned  Members  of  the  Senate  who  may 
have  questions  about  this,  as  well  as  the  sponsors,  as  to  how  we 
could  come  up  with  a  mandatory  notification  program  that  really 
works  from  a  business  standpoint.  I  think  it  can  be  done. 

Senator  Metzenbaum.  Thank  you  very  much.  Governor  Celeste 
and  Mayor  Moran. 

Senator  Quayle.  Wait  a  second.  I  have  a  couple  of  other  ques- 
tions. * 

Senator  Metzenbaum.  Senator  Quayle,  I  appreciate  it,  and  I  am 
happv  to  have  you  submit  them  in  writing,  but  as  one  who  under- 
stands the  filibuster  procedure,  I  am  not  going  to  let  that  go  on  in 
this  Committee.  PL^aughter.] 
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Senator  Quayle.  Well,  I  do  not  think  it  is  a  filibuster.  The  wit- 
nesses are  here  

Senator  Metzenbaum.  I  understand. 

Senator  Quayle.  You  can  turn  to  Senator  Harkin,  and  maybe  we 
can  get  a  second  round.  I  have  only  got  a  couple  other  questions. 

Senator  Metzenbaum.  Well,  Senator  Quayle,  it  is  now  11:15.  We 
have  been  with  this  panel  since  10:00  including  our  opening  state- 
ments, and  I  am  just  going  to  have  to  say  that  if  you  have  addition- 
al questions,  submit  them  to  them  in  writing. 

Thank  you.  Governor  

Senator  Quayle.  Do  you  mean  you  are  really  going  to  just  cut  off 
the  opportunity  to  ask  the  Governor  and  the  Mayor?  I  have  not 
even  gotten  around  to  asking  the  Mayor. 

Senator  Metzenbaum.  I  am  not  going  to  let  this  day  conclude 
and  have  the  NAM  and  the  Chamber  of  Commerce  and  the  Com- 
mittee for  Economic  Development  be  precluded  from  having  an  op- 
portunity to  be  heard. 

^  I  just  think  that  there  is  an  element  of  fairness  about  it.  Many 
times,  we  have  had  witnesses  where  we  submit  questions  to  them, 
so  yes,  indeed,  I  am  going  to  conclude  this  panel  and  go  on  to  the 
next  witness. 

Senator  Quayle.  This  is  the  "mandatory  notification"  that  we 
iiave  been  talking  about. 

Senator  Metzenbaum.  No.  This  is  consultation.  [Laughter.] 

Senator  Quayle.  I  would  only  say,  you  have  got  the  gavel,  but  I 
think  this  is  highly  irregular  that  a  Senator  would  be  denied 
asking  questions  of  the  witnesses. 

Senator  Metzenbaum.  Well,  if  you  have  two  more  questions.  Sen- 
ator Quayle. 

Senator  Quayle.  I  have  one  more  for  the  Governor,  and  I  have 
two  for  the  Mayor. 

Senator  Metzenbaum.  Well,  I  think  you  can  understand.  I  do  not 
want  to  cut  you  off,  but  I  do  want  to  keep  this  hearing  moving.  If 
you  can  answer  theni  shortly,  go  ahead  and  do  it,  and  let  us  get  it 
over  with. 

Senator  Quayle.  I  do  not  think  that  my  questions  have  been  ofF- 
the-subject.  I  think  that  they  have  been  

Senator  Metzenbaum.  I  am  not  accusing  you  of  bad  faith.  I  am 
just  saying  to  you,  you  have  been  the  Chairman  of  this  Subcommit- 
tee, you  understand  the  problems,  and  therefore  I  am  trying  to  let 
you  understand  that  we  have  a  number  of  people  here,  some  of 
whom  are  from  out  of  the  State,  out  of  the  City,  and  I  just  want  to 
keep  it  rolling.  So  if  you  can  do  it  promptly,  I  have  no  problem. 

Senator  Quayle.  Senator  Harkin,  do  you  want  to  ask  a  couple 
questions? 

Senator  Harkin.  Mr.  Chairman,  I  am  just  sorry  I  came  here  late. 
I  wanted  to  hear  the  testimony  of  Governor  Celeste  and  Mayor 
Moran,  Governor  Celeste  because  he  is  an  old  friend,  and  Mayor 
Moran  because  he  is  the  Mayor  of  the  City  in  which  I  happen  to 
live  right  now.  I  will  look  forward  to  reading  their  testimony,  and  I 
apologize  for  being  late.  I  have  no  other  questions. 

Senator  Quayle.  One  other  question  for  the  Governor. 
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In  your  testimony  you  talked  about  one  of  the  unions  that  had 
negotiated,  I  think,  for  prior  notification  in  the  contract.  This  is  a 
collective  bargaining  issue,  is  it  not? 

Governor  Celests.  It  may  be,  but  I  do  not  think  it  has  to  be. 

Senator  Quayle.  Well,  it  can  be. 

Governor  Celeste.  It  can  be. 

Senator  Quayle.  Are  you  aware  of  this  being  an  issue  in  some  of 
the  collective  bargaining? 
Governor  Celeste.  Yes. 
Senator  Quayle.  It  is. 
Governor  Celeste.  Absolutely. 

Senator  Quayle.  And  so  if  we  would  say  that  you  have  to  bar- 
gain about  it,  we  are  in  fact  getting  into  the  collective  bargaining 
process,  are  we  not? 

Governor  Cei^ste.  It  is  true  that  a  number  of  things-  that  are  oc- 
cupational safety  are  also  the  subject  of  collective  bargaining. 

Senator  Quayle.  But  this  is  in  your  State— I  think  it  is  in  your 
testimony  that  this  is  an  issue  of  collective  bargaining. 

Governor  Celeste.  In  some  cases,  yes. 

Senator  Quayle.  Okay.  Mayor  Moran,  who  is  the  largest  employ- 
er in  your  City— the  Federal  Government,  I  presume? 

Mayor  Moran.  Cameron  Station;  the  Federal  Government. 

Senator  Quayle.  Can  you  give  me  some  examples  in  your  City  of 
where  you  have  had  difficulties  with  business  closings  that  have 
caused  serious  worker  dislocation,  in  the  City  of  Alexandria? 

Mayor  Moran.  I  want  to  emphasize,  I  am  representing  the  Con- 
ference of  Mayors  and  also  a  City  that  is  blessed  with  being  part  of 
a  metropolitan  area  that  is  in  fact  growing.  But  we  recognize  this 
as  a  national  problem. 

We  have  had  some  situations  where  workers  have  been  laid  off, 
and  we  have  been  able  to  work  with  the  Chamber  of  Commerce  in 
finding  other  employment.  In  fact,  we  subsidized  the  Chamber  of 
Commerce's  Economic  Development  Program. 

Senator  Quayle.  So  you  do  not  have  any  specific  examples  in  the 
City  of  Alexandria  where  this  plant  closing  has  become  a  serious 
problem  on  worker  dislocation? 

Mayor  Moran.  We  are  primarily  a  service  sector  economy. 

Senator  Quayle.  So  you  personally  have  not  had  this  problem. 

Mayor  Moran.  Nowhere  near  the  extent  that  Governor  Celeste's 
constituents  have. 

Senator  Quayle.  Well,  have  you  had  a  problem?  Do  you  have 
any  examples  of  where  you  have  had  lack  of  notice  of  a  major  em- 
ployer in  your  city  that  has  not  given  notice  and  just  shut  down  a 
plant? 

Mayor  Moran.  No.  ^ 

Senator  Quayle.  Thank  you. 

Thank  you,  Mr.  Chairman. 

Senator  Metzenbaum.  Thank  you.  Senator  Quayle. 

I  thank  the  panel  very  much. 

Ms.  Waxman,  would  it  be  possible  for  the  Conference  of  Mayors 
to  poll  all  of  the  Mayors  of  this  country  with  respect  to  the  matter 
of  notice  as  well  as  consultation? 
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^  Ms.  Waxman.  Yes,  Senator.  We  will  be  having  our  annual  meet- 
ing m  June,  and  at  that  time  I  am  sure  that  the  issue  could  be  re- 
solved. 

Senator  Metzenbaum.  We  hope  to  move  it  prior  to  that.  If  you 
could  poll  them  by  mail,  we  would  appreciate  it. 
Ms.  Waxman.  Okay. 
Senator  Metzenbaum.  Thank  you. 

Our  next  witness  is  Thomas  R.  Donahue,  Secretary-Treasurv  of 
the  AFL-CIO. 

Mr.  Donahue,  I  think  you  heard  previously  we  do  have  a  five- 
mmute  rule,  and  since  tune  is  rolling,  I  am  going  to  adhere  to  it 
very  stnctly     chis  point. 

Would  you  be  good  enoug'h  to  identify  those  who  are  with  you  at 
the  table? 

STATEMENT  OF  THOMAS  it  DONAHUE,  SECRETARY-TREASURER 
AFL-CIO,  WASHINGTON,  DC,  ACCOMPANIED  BY  BOB  McGLOT-' 
TEN,  DIRECTOR,  LEGISLATIVE  DEPARTMENT;  AND  MARKLEY 
ROBERTS,  ECONOMIC  AFFAIRS  DEPARTMENT 
Mr.  Donahue.  Yes,  I  wuld,  Senatov. 

I  am  accompanied  by  Bob  McGlotten  on  my  left.  Director  of  our 
Legislative  Department,  at  the  AFL-CIO;  and  Markley  Roberts  of 
our  Economic  Affairs  Department,  on  my  right. 

Mr.  Chairman,  Senator  QuwHyle,  on  L>ehalf  of  the  AFL^aO,  its  af- 
filiated unions,  and  their  13  million  members,  we  thank  you  for  the 
opportunity  to  express  our  support  for  S..  538,  legislation  sponsored 
by  you  and  other  members  of  this  Commii'tee. 

Plant  closings  and  mass  layoffs  sMp  osrer  3  million  workers  of 
their  jobs  every  year,  with  tragic  consequences  to  the  dislocated 
worker,  for  their  families  and  for  their  comaxunities. 

The  Economic  Dislocation  and  V/orker  iS.cyufitment  Assistance 
Bill  represents  a  big  step  forward  in  v;hat  \re  hope  will  be  a  con- 
certed effort  to  alleviate  the  huma/i  costs  of  that  economic  change. 

This  morning,  Mr.  Chairman,  w2  would  like  to  offer  a  brief  state- 
ment, with  an  expected  primary  focus  on  advance  notice  and  con- 
sultation, and  with  your  permiss)>m,  submit  more  detailed  testimo- 
ny for  the  record. 

Senator  Metoenbaum.  WithG'j.t  objection,  your  entire  statement 
will  be  included  in  the  record. 

Senator  Quayle.  Mr.  Chairman,  could  I  just  make  one  point.  In 
the  future,  could  we  please— I  know  it  is  difficult— but  could  we 
please  try  to  get  the  testimony  a  day  in  advance?  We  did  not  get 
this— FJt  least,  v/e  did  not  get  it— until  6  last  night,  because  I  asked 
my  staff  yesterday  afternoon  what  the  testimony  was  going  to  be  of 
Mr.  Donahue,  and  we  just  did  not  have  it. 

So  I  hope  that  maybe  in  the  future,  we  might  be  able  to  get  it  a 
day  m  advance.  I  know  sometimes  people  have  problems,  particu- 
larly  out-of-State  and  out-of-town  witnesses.  But  it  sure  would  be 
helpful  to  us  and  to  me  if  you  could  do  that. 

Senator  Metzenbaum.  I  would  agree  with  the  Senator.  Our  rules 
are  that  we  want  the  testimony  24  hours  in  advance;  sometimes  we 
vary  that;  we  do  not  make  it  an  absolute.  But  where  it  is  possible, 
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we  would  appreciate  your  cooperation.  It  just  makes  it  easier  for  us 
to  prepare  for  the  testimony. 

Mr.  Donahue.  We  will  certainly  try  to  be  responsive,  Senator, 
and  apologize  for  the  delay  in  getting  this  testimony  to  you. 

Senator  Metzenbaum.  Well,  I  think  it  was  in  yesterday  late 
afternoon,  as  I  understand  it. 

Mr.  Donahue.  That  is  right.  Senator. 

Senator  Metzenbaum.  So  we  had  some  advance  notice. 

Mr.  Donahue.  As  you  probably  know.  Senator,  we  are  workir  ; 
short-handed.  President  Kirkland  is  in  the  hospital,  and  I  have 
been  doing  double-duty  on  a  number  of  subjects,  and  that  ss  part  of 
the  reason  for  the  delay. 

I  would  hope  that  that  colloquy  does  not  come  out  of  our  five 
minutes.  Senator. 

Senator  Metzenbaum.  It  will  not,  it  will  not. 

Mr.  Donahue.  Our  Labor  Institute  of  Public  Affairs,  our  televi- 
sion arm,  recently  made  a  film  about  workers  dislocated  when  a 
Bethleheni  Steel  mill  closed  in  East  Los  Angeles,  entitled  "Expecta- 
tions". It  is  the  story  of  the  workers  and  of  the  food  bank  and  the 
job  placement  services  that  they  created  themselves. 

One  of  the  stories  that  the  film  tells  is  a  story  about  Mel  Clark. 
Mel  Clark  is  a  44  year-old  woman  in  East  Los  Angeles  who  spent 
ten  years  as  a  bricklayer  in  a  Bethlehem  Steel  mill  before  it  closed. 
Her  17  year-old  daughter,  a  senior  in  high  school,  ranks  in  the  top 
ten  of  her  class.  Until  the  mill  closed,  she  could  look  forward  to  a 
substantial  higher  education. 

Now,  with  her  mother  making  less  than  half  of  her  Bethlehem 
wages,  that  future  is  in  doubt.  And  yet,  Mel  Clark  is  one  of  the 
lucky  ones,  because  she  found  another  job. 

The  average  length  of  joblessness  among  dislocated  workers  is  six 
months.  One  in  five  dislocated  workers  remains  jobless  for  more 
than  two  years.  Those  who  find  work  have  to  settle  for  wages  16 
percent  lower  than  in  the?r  previous  jobs 

Workers  v/ho  are  forced  to  switch  occupations  or  industries  to 
find  new  jobs  lose  30  percent  of  their  earnings. 

It  is  a  mistake  to  see  this  £*s:  a  simply  regional  or  State  problem. 
In  fact,  the  higliest  rates  of  worker  dislocation  from  plant  closings 
in  the  period  1981-1985  are  in  the  East  South  Central  and  West 
South  Central  States.  The  lov/est  rales,  though  some  veiy  high 
numbers,  appear  in  the  so-called  "rust  belt''  States  of  the  North- 
east and  Midwest.  Those  regional  dislocation  rates  appear  as  an 
index  to  our  testimony. 

Employers  are  currently  ui*der  no  legal  obligation  to  notify  em- 
ployees of  plant  closings  or  mass  layoffs  in  advance.  As  a  result, 
two-thirds  of  the  workers  facing  plant  closings  get  less  than  two 
weeks  advance  notice.  One-third  get  no  notice  at  all.  The  average 
non-union  worker  gets  two  days  notice;  the  situation  for  white- 
collar  workers  is  only  slightly  better. 

In  our  view,  the  key  to  addressing  the  problems  of  plant  closings 
or  mass  layoffs  is  a  provision  such  as  that  in  S.  538,  requiring  an 
employer  to  provide  advance  notice  of  the  proposed  closing  and  to 
consult  in  good  faith  with  both  Government  authorities  and  the 
representatives  of  the  employees. 


ERLC 


50 


45 

It  seems  to  us  that  they  are  two  related  issues.  One  is  going  what 
we  can  to  prevent  those  closings  and  layoffs;  the  other  is  limiting 
the  human  suffermg  and  the  damage  to  families  and  communities 
that  mevitably  results  when  a  plant  is  shut  and  people  lose  their 
jobs. 

Advance  notice  and  consultation  will  at  least  assure  that  every 
alternative  will  be  explored.  State  and  local  governments  currently 
and  routmely  develop  all  sorts  of  incentives  to  attract  new  busi- 
nesses. The  notice  of  closing  would  give  that  State  the  opportunity 
to  come  forward  with  a  package  of  assistance  that  might  enable  an 
existmg  eniplover  to  continue  operating. 

Or,  the  employees  themselves  develop  ways  to  save  the  business 
by  suggestmg  new  operating  methods,  new  cost^ving  approaches, 
or  even  m  the  extreme,  by  purchasing  the  plant  through  an  em- 
ployee  stock  ownership  plan. 

The  point  is  that  advance  notice  and  consultation  may  lead  to  a 
solution  that  the  employer  has  not  considered,  or  one  the  employer 
wrongly  assumed  to  be  impractical. 

The  burden  of  notice  and  consultation  on  employers  would  be 
mmim^,  would  be  more  than  outweighed  by  the  damage  that  may 
be  avoided.  There  is  no  evidence  that  advance  notice  is  harmful  to 
eniployeis.  There  is  some  that  it  actually  increases  productivity. 

The  evidence  is  that  many  American  corporations  operate  abroad 
quite  successfully  under  foreign  laws  which  require  advance  notice 
of  plant  closmgs  and  major  layoffs. 

That  having  been  said,  we  fully  recognize  that  consultation  will 
not  always  avert  a  closing  or  a  layoff.  In  a  \^orld  in  which  economic 
chang^  are  constant,  closings  and  relocations  are  to  a  degree  inevi- 
table. In  some  instances,  workers  and  their  communities  are  going 
to  decide  that  keeping  a  plant  open  is  simply  not  feasible.  We  have 
wisely  declmed  invitations  to  become  partners  in  losing  proposi- 
tions  before  and  undoubtedly  will  again. 

But  even  if  advance  notice  and  consultations  help  save  just  10 
percent  of  the  jobs  lost  every  year  through  closings  and  layoffs,  we 
would  still  be  saving  300,0U)  jobs  annually. 

As  a  number  of  experts  have  observed,  the  process  of  notice  and 
consultation  IS  valuable  in  and  of  itself,  and  it  is  a  concrete  exam- 
pie  of  the  lator-maragement  cooperation  that  everybody  says  they 
want,  or  to  which  every  competitive  proponeat  at  least  pays 
homage.  ^ 

If  a  plant  cannot  be  kept  open,  advance  notice  gives  people  the 
opportunity^  to  cushion  the  shock.  The  Task  Force  the  Secretary  of 
Labor  appomted  noted  that,  "An  essential  component  of  a  success- 
ful adjustment  program  is  the  advance  notice."  Workers  can  begin 
to  look  for  new  jobs,  can  make  arrangements  for  their  famUies, 
deal  with  the  psychological  stress  before  they  are  actually  out  of 
work. 

The  value  of  a  rapid-response  unit  has  been  already  proven  in 
Canada.  The  Administration  has  endorsed  the  concept.  But  it  can 
only  work  with  the  requirement  for  advance  notice.  The  Canadian 
expenence  is  that  the  average  duration  of  unemployment  for  those 
receivmg  assistance  was  seven  and  a  half  weeks,  compared  to 
twenty-two  weeks  for  the  regular  unemployment  insurance  recipi- 
ents. 
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Mr.  Chairman,  we  support  S.  538  on  this  issue,  and  on  the  issues 
of  notice  and  consultation.  We  think  the  bill  represents  a  good, 
sound  approach  to  meeting  employment  and  training  needs. 

We  have  substantial  objections  to  some  of  the  Administration 
proposals  and  the  legislation  the  Administration  has  advanced,  and 
we  think  it  is  a  bad  idea  to  pass  too  many  more  responsibilities 
along  to  States  without  funding;  yet  we  are  encouraged  to  see  that 
the  Administration  proposals  on  the  subject  recognize  the  need  for 
helping  the  victims  of  economic  change. 

We  welcome  the  authorization  of  training  money.  We  are  con- 
cerned about  the  mix  of  the  $980  million  which  the  Administration 
has  advanced.  We  support  the  inclusion  of  the  $980  million  here, 
but  would  express  concern  about  including  trade  adjustment  assist- 
ance in  the  $980  million  provided  in  S.  538. 
^  I  think,  Mr.  Chairman,  I  should  stop  there,  since  I  see  your  red 
light,  and  offer  to  try  to  answer  whatever  questions  you  might 
have  and  to  note  that  we  have  tried  in  our  longer  testimony  to  ad- 
dress a  number  of  the  questions  that  the  bill  addresses  beyond  the 
advance  notice  and  consultation  features. 

[The  prepared  and  supplemental  statements  of  Mr.  Donahue 
with  attachments  follow:] 
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SUteaMt  by  Thoats  R.  Donahue,  SecreUry-TrMsurer 
American  FedoraUoo  of  Ubor  and  Con^ma  of  Industrial  Organlzatioos 
to  the  SubeootalttM  oa  Labor  and  the  Subeooimittee  oa  Employment  and  ProducUvUy 
of  the  Senate  Committee  oa  Labor  and  Human  Resources 
on  S.  53t,  the  Economic  DUk>eation  &  Worker  Adjustment  Aaistance  Act 


Mr.  Chairman,  members  of  the  Subcommittee,  on  behalf  of  the  AFL-CIO,  Us 
affiliated  unions,  and  their  13  million  members,  I  thank  you  for  this  (^portunlty  to  express 
our  support  for  S.  538,  the  legislation  sponsored  by  you  and  other  members  of  the 
Committee  on  Labor  and  Human  Resources.  Plant  closings  and  mass  layoffs  strip 
three  million  workers  of  iheir  Jobs  every  year— with  tragic  consequences  for  the  dis- 
located workers,  their  families  and  for  their  communities.  The  Economic  Dislocation  and 
Worker  Adjustment  Assistance  Bill"  represents  a  big  step  forward  In  what  we  hope  will  be 
a  concerted  effort  to  alleviate  the  human  costs  of  this  economic  change. 

This  morning,  I  would  like  to  read  a  brief  statement,  and  with  your  permission 
submit  more  detailed  testimony  on  specific  proposals  for  the  record. 

Mel  Clark  Is  a  44-year  old  woman  In  East  Los  Angeles  who  spent  ten  years  laying 
bricks  In  a  furnace  at  a  Bethlehem  steel  mill  before  It  closed.  Her  H-year  old  daughter, 
a  senior  In  high  school,  ranks  In  the  top  ten  of  her  class.  Until  the  mill  closed,  she  could 
look  forward  to  higher  education;  but  now,  with  her  mother  making  half  of  her  Bethlehem 
wages  as  an  apprentice  carpenter,  her  future  Is  In  doubt.  And  yet,  Mel  Clark  Is  one  of  the 
lucky  ones— she  found  another  Job. 

The  average  length  of  Joblessness  among  distecated  workers  Is  she  months.  One  In 
five  dislocated  workers  remains  Jobless  for  more  than  two  years.  Those  who  do  find  work 
have  to  settle  for  wages  16  percent  lower  than  In  their  previous  Jobs.  Workers  forced  to 
switch  occupations  or  Industries  to  find  new  Jobs  lose  30  percent  of  their  earnings. 
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Thesc  are  not  simply  regional  problems.  In  faet,  the  highest  r«tes  of  worker 
dblocatlon  from  plant  eloslngs,  in  the  period  1981-85,  are  In  the  East  South  Central  and 
West  South  Central  states;  the  lowest  rates  are  In  the  so-called  ''rust  belt^  states  of  the 
Northeast  and  Midwest.  The  regional  dislocation  rates  appes?  in  an  appendix  to  our 
testimony. 

Employers  are  under  no  legal  obligation  to  notify  employees  of  plant  closings  or 
mass  layoffs  In  advance.  As  a  result,  two-thirds  of  the  workers  facing  plant  closings  get 
less  ift^i  two  weeks  advance  notice.  One-third  get  no  notice  at  all«  The  average  non- 
union worker  /jjcts  two  days  notice,  and  the  situation  for  white-collar  workers  Is  only  a 
IHtle  better. 

In  ^r  view,  the  key  to  addressing  the  problems  of  plant  closings  or  mass  layoffs  b 
a  provision,  such  as  the  one  In  S.  538,  requiring  an  employer  to  provide  advance  notice  of 
a  proposed  closing  and  to  consult  In  good  faith  with  both  govcrnL-^ent  authorities  and  the 
representative  of  the  employees. 

There  are  two  related  Issues  Involved  here.  One  Is  doing  what  we  can  to  prevent 
closings  and  layoffs.  The  other  Is  limiting  the  human  suffering  and  damage  to  families 
and  communities  that  Inevitably  results  when  a  plant  Is  shut  and  people  lose  their  Jobs. 

Advance  notice  and  consultation  will  at  least  assure  that  every  alternative  to 
closings  and  layoffs  will  be  explored.  State  and  local  governments  currently  and  routinely 
develop  incentives  to  attract  new  businesses.  The  notice  of  a  closing  may  induce  state  or 
local  governments  to  come  forward  with  a  package  of  assistance  that  may  enable  an 
employe-  to  continue  operating.  Or  employees  may  develop  ways  to  save  the  business  by 
suggesting  new  operating  methods,  new  cost-saving  approaches,  or  even,  In  the  extreme, 
by  purchasing  the  plant  through  an  employee  stock  ownership  plan  or  a  similar  device. 
The  point  Is  that  advance  notice  and  consultation  may  lead  to  a  solution  the  employer  has 
not  considered,  or  one  the  ctr:p\0'j^  wrongly  assumed  to  be  Impractical. 
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The  burden  of  notice  and  consultation  on  employers  would  be  minimal  and  more 
than  outweighed  by  the  damage  that  may  be  avoided.  There  is  no  evidence  that  advance 
notice  is  harmful  to  employers.  There  is  some  evidence  that  it  actuoUy  increases 
productivity.  Indeed,  many  American  corporations  operate  abroad  under  foreign  laws 
requiring  advance  notice  of  plant  closings  and  major  layoffs. 

That  having  been  said,  we  fully  recognize  that  consultation  wiU  not  always  avert  a 
closing  or  mass  layoff.  In  a  world  in  which  economic  change  is  a  constant,  closings  and 
relocations  are  to  a  degree  inevitable. 

In  some  instances,  workers  and  their  communities  will  decide  that  keeping  a  plant 
open  is  not  feasible.  We  have  wisely  declined  invitations  to  become  partners  in  losing 
propositions  before.  But  even  if  advance  notice  and  consultation  helped  save  just 
10  percent  of  the  jobs  lost  every  year  through  closings  and  mass  layoffs,  we  would  stiU  be 
saving  300,000  jobs  annually. 

As  a  number  of  experts  have  observed,  the  process  of  notice  and  consultation  is 
valuable  in  and  of  itself,  regardless  of  its  worth  In  solving  problems  or  averting  a  crisis. 
Advance  notice  is  a  concrete  example  of  the  labor-management  cooperation  everyone 
wants,  or  to  which  every  competitiveness  proponent  at  least  pays  homage. 

If  a  plant  cannot  be  kept  open,  advance  notice  gives  people  a  greater  opportunity 
to  cushion  the  shock.  As  the  task  force  appointed  by  the  Secretary  of  Labor  concluded  in 
its  January  1987  report,  adequate  advance  notice  is,  and  I  quote,  "an  essential  component 
of  a  successful  adjustment  program." 

With  advance  notice,  workers  can  begin  to  look  for  new  jobs,  to  make  arrange- 
ments for  their  families,  to  deal  with  the  psychological  stress—before  they  are  actually 
out  of  work.  With  advance  notice,  the  appropriate  govcrr.rnent  agencies  can  start  their 
assistance  efforts  before  a  closing  or  layoff.  The  value  of  a  rapid-response  unit  has  been 
proven  in  Canada,  and  the  Reagan  Administration  has  endorsed  the  concept.  But  it  can 
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only  work  with  a  requirement  for  advance  notice  which  triggers  the  adjustment  efforts. 
In  Canadi,  the  average  duration  of  unemployment  for  those  receiving  assistance  was 
7-1/2  weeks,  compared  to  22  weeks  for  regular  unemployment  Insurance  recipients. 

We  support  the  provisions  in  S.  538  on  this  issue,  specifically  those  relating  to  the 
timing  of  advance  notice,  to  the  provision  of  relevant  information  so  that  alternatives  can 
be  explored,  and  to  the  penalties  for  employers  who  fall  to  meet  these  basic  obligations. 

Mr.  Chairman,  we  believe  the  legislation  you  have  proposed  is  a  good,  sound 
approach  to  meeting  the  employment  and  training  needs  of  workers  hit  by  plant  closings 
and  major  layoffs,  and  we  give  It  our  wholehearted  endorsement. 

At  the  same  time,  while  we  have  substantial  objections  to  the  Administration's 
proposals  to  collapse  training,  employment  service,  trade  adjustment  and  unemployment 
assistance  programs,  and  to  pass  more  of  those  responsibilities  along  to  the  states,  we  are 
encouraged  to  see  that  the  Administration  proposals  recognize  the  need  for  helping  the 
victims  of  economic  change. 

We  strongly  welcome  the  authorization  In  S.  538  of  $980  million  to  provide 
services  and  support  to  dislocated  workers,  although  we  estimate  that  even  this  amount  is 
far  less  than  what  is  needed.  And  while  the  Administration  is  talking  of  a  similar  amount, 
it  is  proposing  the  termination  of  Trade  Adjustment  Assistance,  and  we  are  opposed  to 
that  We  likewise  support  the  establishment  of  a  Dislocated  Worker  Unit  in  the  Labor 
Department,  although  we  believe  the  functioning  of  that  unit  would  be  greatly  aided  by 
following  the  recommendation  of  the  Secretary  of  Labor's  task  force  and  establishing  a 
federal  tripartite  advisory  committee,  composed  equally  of  representatives  of  business, 
labor  and  the  general  public,  to  "review  program  performance  against  the  objective  [ol] 
quality  re-employment  and  make  recommendations  for  improvement"  And  we  favor  the 
authorization  of  discretionary  monies  to  the  Secretary  of  Labor  to  fund  demonstration 
programs,  although  we  believe  that  the  proportion  of  funds  available  for  these 
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demonstration  programs  Is  too  low  and  that  some  of  the  specifics  of  the  proposed  public 
works  employment  demonstration  program  are  troublesome.  These  provisions  go  hand  In 
hand  with  the  notice  and  consultation  provisions  of  Title  H  in  forming  a  comprehensive 
response  to  the  problem  of  plant  closings  and  mass  layoffs. 

The  workers  we  represent  are  hopeful  that  ycj  wiU  take  prompt  action  in  this 
area,  and  we  appreciate  the  leadership  and  support  you  have  given  them. 

Mr.  Chairman,  as  I  noted,  we  are  submitting  for  the  record  a  more  detailed 
statement  along  with  the  AFL-CIO  Executive  Council  statement  on  plant  closing 


legislation. 


I  am  happy  to  answer  any  of  your  questions. 
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Supplementary  Statement  by  Thomas  R.  Donahue,  Secretary-Treasurer 
American  Federation  of  Lcbor  and  Congress  of  Industrial  Organizations, 
to  the  Subcommittee  on  Labor  and  the  Subcommittee  on  Employment 
and  Productivity  of  the  Senate  Committee  on  Labor  and  Human  Resources 
on  S.538,  the  Economic  Dislocation  and  Worker  Adjustment  Assistance  Act 


Mr.  Chairman,  we  appreciate  this  opportunity  to  present  the  support  of  the 
AFL-CIO  for  S.538,  the  plant  closing  bill  sponsored  by  you  and  by  other  members  of 
the  Senate  Committee  on  Labor  and  Human  Resources.  \Vc  appreciate  the 
leadership  and  support  that  have  come  from  you  and  from  the  Cx>-sponsors  of  this 
legislation.  Plant  closings  and  mass  layoffs  inflict  profound  injuries  on  the  workers 
who  lose  jobs,  their  families,  their  communities,  and  our  whole  sodety. 

Your  bill,  the  proposed  "Economic  Dislocation  and  Worker  Adjustment 
Assistance  Act,"  which  provides  for  advance  notice,  consultation  and  adjustment 
services,  provides  the  basis  for  an  important  step  forward  by  the  United  States 
Congress  to  do  whatever  can  be  done  to  prevent  plant  closings  and  major  layoffs 
from  occurring,  to  minimize  the  human  costs  of  economic  change  and  to  cushion 
the  process  of  adjustment  for  workers  and  local  communities  adversely  affected  by 
plant  closings  and  major  layoffs. 

Plant  closings  and  mass  layoffs  strip  three  million  workers  of  their  jobs  every 
year,  with  tragic  consequences  for  the  dislocated  workers,  their  families  and  their 
local  communities. 

The  manufacturing  sector  of  the  economy  has  been  especially  hard  hit  by 
plant  closings  and  mass  layoffs,  contributing  to  the  deindustrialization  of  the 
American  economy  and  reflecting  the  destructive  impact  of  corporate  investment 
policies  and  federal  fis'*al,  monetary  and  trade  practices. 
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The  heavy  toU  on  dislocated  workers  includes: 

♦  Joblessness  averaging  six  months,  with  more  than  one-fifth  of  all 
dislocated  workers  remaining  jobless  for  more  than  two  years? 

♦  an  average  wage  reciuction  of  16  percent,  with  earnings  losses  of  30 
percent  for  those  required  to  switch  occupations  or  industries  to  find  new  jobs. 

Plant  closings  and  major  layoffs  are  a  national  problem  -  not  simply  a 
regional  problem.  In  fact,  the  highest  rates  of  worker  dislocation  from  plant 
closing  from  19S1  to  1985  are  in  the  East  South  Central  and  West  South  Central 
states  and  the  lowest  dislocation  rates  are  in  the  Northeast  and  Midwest  so-called 
"rust  belt**  states.  The  regional  dislocation  rates  appear  in  an  appendix  to  this 
testimonyt 

In  many  situations,  the  injuries  suffered  by  workers  and  their  communities 
could  be  ameliorated,  or  avoided  altogether,  by  timely  government  or  private 
intervention.  Some  contemplated  plant  closings  and  mass  layoffs  are  preventable. 
Indeed,  less  than  10  percent  of  plant  closings  are  due  to  bankruptcy  or  financial 
insolvency.  And  where  a  closing  cannot  be  prevented,  its  disruptive  effects  can  be 
minimized  by  a  variety  of  readjustment  measures. 

Under  decisions  of  the  Supreme  Court  and  the  National  Labor  Relations 
Board,  most  plant  closing  decisions  are  not  mandatory  subjects  of  bargaining.  This 
means  that  employers  are  free  to  bypass  the  collective  bargaining  process  in 
making  decisions  on  this  most  vital  of  matters,  foreclosing  the  opportunity  to 
search  for  constructive  alternatives  to  a  contemplated  closing.  Employers  likewise 
have  no  legal  obligation  to  provide  advance  notice  to  employees  of  plant  closing  or 
mass  layoff  decisions. 

Most  workers  do  not  now  get  sufficient  advance  notice  of  decisions  on  plant 
closings  or  major  layoffs.  Two-thirds  of  blue-collar  workers  facing  plant  closings 
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receive  less  than  two  weeks  advance  notice  and  one-third  receive  no  notice  at  aii. 
The  average  non-union  worker  gets  two  days  notice.  The  situation  is  a  little  better 
for  white-collar  workers. 

The  task  force  on  plant  closing  and  worker  adjustment  appointed  by  the 
Secretary  oi  Labor  concluded  in  its  January  1987  report  that;  adequate  advance 
notice  is  "an  essential  component  of  a  successful  adjustment  programj"  there  is  no 
evidence  to  support  business  fears  regarding  notice;  and  serious  problems  of  worker 
adjustment  now  occur  because  corporate  management  rarely  gives  adequate 
advance  notice. 

The  United  States  government  has  a  responsibility  to  protect  American 
workers  and  local  communities  from  the  devastating  consequences  of  plant 
shutdowns  and  mass  layoffs.  In  Canada,  where  advance  notice  is  required,  an 
industrial  adjustment  service  of  the  federal  government  has  been  effective  in 
working  with  labor  and  management  to  cope  with  plant  closing  and  worker 
adjustment  problems. 

Many  American  corporations  are  operating  abroad  under  foreign  laws  which 
require  advance  notice  of  plant  closings  and  major  layoffs.  Such  laws  exist  in 
Canada,  Sweden,  France,  West  Germany,  the  United  Kingdom,  and  Japan.  In  this 
country  there  are  a  fev  labor-management  contracts  which  call  for  advance 
notice. 

There  is  no  evidence  that  giving  advance  notice  is  harmful  to  the  employer. 
Contrary  to  widespread  mythology,  notice  does  not  lead  to  lower  productivity  and 
may  even  raise  it. 

The  AFL-CIO  Executive  Council  last  month  called  for  immediate  passage  of 
federal  plant  closing  legislation  that  provides: 
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♦  Mandatory  advance  notice  of  contemplated  plant  closings  and  mass 
layoffs,  accompanied  by  disclosure  of  all  relevant  information  pertaining  to  the 
reasons  for  and  basis  of  the  contemplated  action  and  possible  alternatives  to  such 
action. 

♦  Consultation  with  labor  and  the  community  and  access  to  gov.'jrnment 
technical  assistance,  to  explore  alternatives  to  closing  and  to  plan  assistance  for 
workers  and  communities  where  a  closing  cannot  be  prevented. 

♦  Compensation  in  the  form  of  mandatory  severance  pay  to  workers  who 
do  not  receive  advance  notice  or  whose  union  is  not  offered  an  opportunity  for 
consultation  with  respect  to  a  contemplated  closing  or  mass  layoff  decision. 

♦  An  industrial  assistance  program  on  the  Canadian  model  to  provide 
rapid-response,  plant-specific  assistance  for  dislocated  workers,  including  job 
training  with  adequate  income  support  during  training;  education  and  relocation 
assistance;  and  employment  service  assistance  for  job-related  counseling,  job 
placement  and  job  search. 

Support  Advance  Notice  and  Consultation 
In  light  of  the  profound  injuries  to  workers,  communities,  and  the  whole 
society  resulting  from  plant  closing  and  mass  layoffs,  the  first  task  of  public  policy 
in  this  area  must  be  to  do  whatever  can  be  done  to  prevent  closings  and  layoffs 
from  occurring.  Accordingly,  the  first  requisite  of  any  bill  that  seeks  to  address 
the  problem  of  plant  closings  and  mass  layoffs  is  a  requirement,  such  as  that 
contained  in  Title  II  of  S.538,  that  an  employer  provide  advance  notice  of  a 
proposed  closing  or  layoff  and  consult  in  good  faith  with  the  affected  governmental 
authorities  and  with  the  representative  of  the  affected  employees  concerning  the 
proposed  action. 
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Requiring  advance  notice  and  consultation  assures  that  before  an  employer 
makes  a  final  and  irrevocable  decision  to  close  a  plant  or  to  effect  a  mass  layoff, 
all  relevant  considerations  will  have  been  presented  to  the  employer  for  his 
evaluation  and  all  alternatives  to  the  contemplated  action  will  have  been  fully 
explored.  In  the  world  of  industrial  relations,  as  in  the  world  of  politics  and  in  life 
generally,  the  reality  of  an  impending  crisis  focuses  the  mind  in  a  way  in  which 
mere  possibilities  and  threats  do  not.  When  a  crisis  is  clearly  at  hand  —  and  notice 
of  a  proposed  plant  closing  or  mass  layoff  would  surely  constitute  a  crisis  for  the 
workers  to  be  affected  —  parties  with  otherwise  conflicting  interests  are  not 
infrequently  able  to  transcend  their  conflicts  and  together  develop  solutions  to 
their  joint  problem. 

In  the  plant  closing  context,  for  example,  notice  of  a  threatened  closing  may 
induce  local  or  state  governments  —  which  are  accustomed  to  developing 
incentives  to  attract  new  businesses  —  to  come  forward  with  a  package  of 
assistance  that  may  enable  the  existing  employer  to  continue  operations. 
Alternatively,  through  notice  and  consultation,  the  employees  may  develop 
methods  of  saving  the  business  by  reducing  costs  and/or  improving  productivity,  or 
even  by  purchasing  the  plant  through  an  employee  stock  ownership  plan  or  other 
similar  device.  In  sum,  'through  notice  and  consultation,  solutions  may  be 
developed  which  did  not  occur  to  the  employer  in  making  a  preliminary  decision  to 
close,  or  which  the  employer  had  wrongly  assumed  to  be  unobtainable. 

In  order  to  assure  that  the  process  of  consultation  works  effectively  and  to 
maximize  the  possiblity  that  through  consultation  plant  closings  can  be  prevented, 
S.538  wisely  requires  an  employer  contemplating  a  closing  or  layoff  to  provide 
"such  relevant  information  as  is  necessary  for  the  thorough  evaluation  of  the 
proposal  to  order  a  plant  closing  or  mass  layoff  or  for  the  thorough  evaluation  ol 
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any  alternatives  or  modifications  suggested  to  such  proposal."  Without  adequate 
information  it  is  not  possible  for  unions  or  for  governments  to  fashion  realistic 
proposals  to  address  the  employer's  needs. 

We  recognize,  of  course,  that  in  many  situations,  consultation  will  not  be  able 
to  avert  a  closing  or  mass  layoff;  in  a  world  in  which  economic  change  is  a 
constant,  closings,  relocations,  and  the  like  will  always  be  occuring.  But  even  if 
the  notice  and  consultation  prr/isions  were  able  to  prevent  only  a  small  portion  of 
contemplated  closings  and  mass  layoffs,  those  provisions  -  which  impose  the  most 
minimal  of  burdens  on  employers  -  would  be  amply  justified  by  the  injuries  that 
would  be  avoided. 

Moreover,  as  Professor  B.  Glenn  George  has  observed,  the  process  of  notice 
and  consultation  "has  value  for  labor-management  relations  irrespective  of  any 
resolution  and  problem-solving  function  it  typically  services."  Allowing  employees 
an  opportunity,  through  their  representative,  to  discuss  the  reasons  for  and 
participate  in  a  closing  or  layoff  decision  "must  inevitably  increase  the  likelihood 
that  the  employees  will  understand...such  management  decisions"  and  thereby 
"diffus(e)  the  sense  of  unfairness  and  abuse  that  employees  facing  the  consequences 
of  unemployment  i-r.doubteu'ly  feel."  The  resulting  "enhancement  of  mutual  respect 
and  a  sense  of  lairn«s  and  due  process"  that  will  result  from  the  consultative 
process  thus  provides  an  independent  justification  for  requiring  adv«:nce  notice  and 
consultation  with  respect  to  decisions  that  will  profoundly  affect  large  groups  of 
workers. 

Finally,  the  advance  notice  requirement  of  S.538  is  essential  for  yet  a  third 
reason:  as  the  task  force  appointed  by  the  Secretary  of  labor  concluded  in  its 
January  1987  report,  adequate  advance  notice  is  "an  essential  component  of  a 
successful  adjustment  program." 
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Where  a  plant  closing  or  mass  layoff  cannot  be  prevented,  it  is  the  obligation 
of  government  to  assist  the  affected  workers  in  readjusting  and  thereby  minimizing 
the  injuries  inflicted  by  the  closing  or  layoff.  But  the  process  of  readjustmentp  by 
definition,  cannot  begin  until  the  workers  are  notified  that  their  employment  will 
be  terminated.  With  advance  notice,  a  worker  has  some  opportunity  to  begin  the 
process  of  adjustment  ^  to  look  for  a  new  job,  to  make  arrangements  for  the 
worker's  family,  to  deal  with  the  psychic  stress  —  before  the  worker  is  actually  out 
of  work.  And  with  advance  notice,  the  government  can  commence  its  readjustment 
assistance  efforts  before  large  numbers  of  workers  have  been  thrown  out  of  work. 
Indeed,  the  concept  of  a  rapid-response  unit  a  concept  whose  value  has  been 
proven  in  Canada  and  which  the  Reagan  Administration  has  endorsed  is  hollow 
without  some  requirement  of  advance  notice  to  trigger  that  unit's  efforts. 

In  Canada,  where  advance  notice  is  required;  the  average  duration  of 
unemployment  for  displaced  workers  getting  rapid-response  assistance  was 
weeks,  whereas  regular  unemployed  workers  getting  unemployment  compensation 
without  rapid-response  help  were  out  of  work  an  average  of  22  weeks. 

The  AFL-CIO  thus  endorses  the  provisions  of  Title  I!  of  S.538  as  necessary 
both  to  prevent  avoidable  closings  and  to  minimize  the  injuries  resulting  from 
unavoidable  closings.  Wc  support  Title  II's  concept  of  relating  the  length  of  the 
advance  notice  requirement  to  the  number  of  workers  to  be  affected,  because  wc 
believe  more  extensive  consultation  is  called  for,  and  more  time  needed  for 
readjustment,  when  large  numbers  of  workers  are  to  be  affected  by  a  closing  than 
when  smaller  number  of  persons  are  affected.  In  our  view,  the  notice  requirements 
in  Title  n  —  wMch  range  from  90  days  where  50-100  workers  are  involved  to  180 
days  where  more  than  500  workers  are  involved  —  are  minimal  requirements,  and 
we  endorse  t)ese  provisions  of  the  bill. 
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We  likewise  support  the  inclusion  in  the  bill  of  reasonable  penalties  for 
employers  who  fail  to  provide  the  advance  notice  required  by  the  bill  or  who  fail  to 
engage  in  good-faith  consultation.  These  penalty  provisions  are  carefully  tailored 
to  the  harm  that  will  result  if  an  employer  violates  the  requirements  contained  in 
Title  llf  as  the  penalties  provide  the  affected  workers  and  governments  with  a 
minimal  amount  of  compensation  if  they  are  not  provided  with  the  advance  notice 
and  the  opportunity  to  consult  to  which  they  are  entitled  under  the  bill. 

$980  Million 

We  welcome  the  authorization  in  S.  533  for  $980  million  to  provide  services 
and  support  to  dislocated  workers.  This  is  a  substantial  and  necessary  increase 
over  the  inadequate  funds  which  have  been  available  for  these  purposes  under  Title 
III  of  the  3ob  Training  Partnership  Act  of  1982,  although  we  estimate  that  it  is  less 
than  a  third  of  the  amount  needed.  However,  it  is  a  significant  step  in  the  right 
direction. 

The  Reagan  Administration's  proposed  worker  readjustment  program  has  Its 
faults  —  and  we  consider  S.538  a  better  and  preferable  approach  to  dealing  with 
plant  closings,  major  layoffs,  and  worker  readjustment  assistance  —  but  we  note 
that  the  Administration  recognized  the  problems,  proposed  a  $980  million  program 
to  deal  with  these  problems,  and  called  for  "rapid  response  units"  to  deal  with  these 
problems.  However,  we  strongly  believe  tJ:at  the  $980  million  should  be  new 
money.  We  want  new  money  —  not  mon^y  stolen  from  Trade  Adjustment 
Assistance  and  vocational  education.  We  oppose  the  dismantling  of  TAA  and 
vocational  education  as  proposed  by  the  Administration. 

Tripartite  Committee 

We  strongly  urge  this  Committee  to  incorporate  in  S.538  the  substance  of  the 
recommendation  of  the  Secretary  of  Labor's  task  force  which  called  for  a  federal 
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tripartite  advisory  committee  on  plant  closings  and  worker  adjustment.  Here  is 
what  the  task  force  said: 

"A  federal  tripartite  advisory  committee  would  be  established,  composed  of 
business,  labor  and  the  public,  which  would  act  as  a  mechanism  to  review  program 
performance  against  the  objective  —  quality  re-employment  —  and  make 
recommendations  for  improvement." 

We  think  the  Administration  deserves  credit  for  proposing  such  a  national 
Worker  Readjustment  Advisory  Council  to  be  appointed  by  the  Secretary  (Section 
125^»).  However,  we  must  quickly  qualify  this  credit  because  the  Administration's 
advisory  council  —  instead  of  being  a  genuine  tripartite  group  —  would  be  50 
percent  business,  25  percent  labor,  Z$  percent  public  officials,  and  a  business 
representative  would  always  be  chairman.  We  urge  you  to  include  a  genuinely 
tripartite  federal  advisory  committee  in  S.i38. 

We  welcome  the  requirement  in  S.538  that  state  governors  set  up  tripartite 
advisory  committees  to  advise  the  governor  and  the  state  dislocated  worker  unit  on 
administration  of  programs  to  help  dislocated  workers  in  that  state  and  to  review 
state  worker  readjustment  assistance  plans. 

This  is  a  good  requirement  at  the  state  level  and  it  is  highly  desirable  at  the 
national  level.  A  national  tripartite  committee  would  help  the  Secretary  of  Labor 
and  the  Dislocated  Worker  Unit  in  the  Labor  Department  operate  more  effectively 
in  carrying  out  their  responsibilities  under  this  legislation. 

This  principle  of  involving  the  people  directly  concerned  to  make  the  system 
work  better  is  sound,  and  therefore  we  also  endorse  the  requirement  of  Section 
107(b)(2)  of  S.538  that  the  Secretary  of  Labor  set  a  standard  to  encourage 
establishment  of  joint  worker-management  adjustment  committees  at  each  plant 
closing  or  major  permanent  layoff  to  coordinate  readjustment  services  to  displaced 
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workersi  including  helping  them  find  new  jobs  or  training  opportunities.  We  support 
the  requirement  for  an  impartial,  non-affiliated  chairman  and  an  ex-officio 
government  member  of  th«:se  committees. 


It  is  essv^Mial  for  the  U^.  Department  of  Labor  to  demonstrate  leadership 
and  provide  effective  guidance  to  the  states  in  administering  these  programs. 
welcome  the  proposal  in  S.53S  for  a  Dislocated  Worker  Unit  in  the  Labor 
Department  to  administer  and  to  supervise  "rapid  response"  worker  adjustment 
assistance  programs  in  the  states  and  at  the  national  level.  We  generally  support 
the  approach  taken  to  "State  Delivery  of  Dislocated  Worker  Services"  in  Section 
10^  of  S.53Sy  including  labor  standards  and  state-wide  tripartite  advisory 
committees. 

We  also  want  to  give  credit  to  the  Administration  bill  for  raising  the  issue  of 
joint  labor-management  committees  in  the  states  (Section  1206),  although  we 
prefer  the  approach  taken  in  S.538.  We  note  the  Administration  proposes  that 
substate  plans  must  Include  the  means  for  assisting  in  the  establishment  of  labor- 
management  committees  and  the  means  for  involving  labor  organizations  in 
development  and  implementation  of  services  (Section  1209).  We  also  appreciate 
the  Administration's  concern  for  labor  standards  (Section  1216)  and  for  labor 
consultation  (Sections  1217  and  1253,  for  example). 

States  must  be  required  to  provide  a  high  level  of  detail  in  their  plans 
relating  to  those  workers  to  be  served,  the  kinds  of  services  provided  to  them  and 
the  designated  program  operators,  so  that  the  Secretary  of  Labor  can  effectively 
review  these  plans.  At  the  same  time  states  should  be  given  the  flexibility  to 
select  program  operators  on  the  basis  of  demonstrated  effectiveness  rather  than 
predetermined  status  in  the  JTPA  system. 


Strong  Federal  Role 
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Organlzations  such  as  the  AFL-CIO  Human  Resources  Development  Institute, 
the  National  Alliance  oi  Business,  and  Project  70001,  which  have  extensive 
experience  ir  designing  and  operating  displaced  worker  program?,  should  be  fully 
utilized  by  the  Department  oi  Labor* 

We  would  also  like  to  see  strengthened  provisions  in  the  law  •  elating  to  pabllc 
review  and  comment,  complaint  procedures,  as  well  as  consultation  with  organized 
labor  when  union  members  are  affected  by  these  programs. 

We  commend  your  commitment  to  providing  income  support  for  workers  who 
have  exhausted  other  benefits  so  that  they  may  enroll  In  longer-term  training,  and 
we  again  urge  that  the  Department  of  Labor  take  a  strong  role  In  making  sure  that 
the  states  provide  this  necessary  Income  support. 

Discretionary  Funds 

Title  in  of  S.53S  provides  for  demonstration  programs  to  be  funded  from  the 
discretionary  money  available  to  the  Secretary  under  this  legislation.  We  welcome 
the  low-Interest  training  loan  demonstration  program  to  supplement  existing 
training  programs.  We  also  welcome  the  concept  of  the  proposed  public  works 
employment  demonstration  programs  —  but  we  believe  the  wage  standards  set  in 
Section  335(a)  are  excessively  restrictive  and  should  be  raised.  Also  we  urge  that 
the  permissive  language  in  Section  337(b)  be  changed  to  mandatory  language  so 
that  the  Secretary  of  Labor  Is  required  to  prescribe  labor  standards  based  upon 
Section  lk3  of  the  Job  Training  Partnership  Act. 

We  recognize  that  30  percent  of  funds  appropriated  under  this  legislation  will 
be  reserved  for  Title  III  demonstration,  exemplary,  and  discretionary  programs 
designed  to  Increase  employablllty  of  dislocated  workers.  We  support  the  specific 
reservation  of  not  less  than  50  percent  of  these  funds  for  the  Secretary  of  Labor's 
discretionary  and  exemplary  programs. 
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Oppose  Defederalization 


We  are  deeply  concerned  about  the  crisis  in  the  nation*s  unemployment 
insurance  system  which  now  provides  benefits  to  only  one-third  of  America's 
jobless,  the  long-term  jobless  —  including  many  dislocated  workers  —  are  virtually 
unprotected  by  the  extended  UI  benefit  program  that  was  supposed  to  help  them. 
We  object  to  the  Administration's  proposal,  included  in  the  competitiveness 
package,  to  defederalize  the  funding  of  the  costs  of  administering  unemployment 
insurance  and  job  service  programs.  Putting  this  additional  cost  burden  on  the 
states  will  result  in  additional  cutbacks  in  services  which  are  essential  to 
adjustment  assistance  for  dislocated  workers. 

We  object  to  the  further  decentralization  of  these  programs  as  proposed  in 
the  Administration's  worker  readjustment  bill  and  we  object  to  the  inadequately 
comprehensive  income  support  necessary  for  workers  to  receive  long-term  training. 
S.53S  is  much  closer  to  meeting  workers'  needs. 


We  have  examined  the  Reagan  Administration's  proposal  to  set  up  a  new 
worker  readjustment  program  as  one  part  of  the  Administration's  so-called 
competitiveness  initiative.  We  strongly  oppose  the  Administration's  call  for 
eliminating  Trade  Adjustment  Assistance  by  folding  it  into  the  new  worker 
readjustment  assistance  program.  The  Secretary  of  Labor's  task  force  did  not 
recommend  elimination  of  TAA. 

The  AFL-CIO  is  supporting  legislation  to  expand  Trade  Adjustment 
Assistance  both  in  coverage  and  scope,  financed  by  an  import  surcharge,  to  help 
those  workers  harmed  by  trade.  We  will  continue  to  oppose  any  effort  to  kill  TAA 
or  fold  it  into  plant  closing  worker  adjustment  assistance  legislation. 


Trade  Adjustment  Assistance 
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Trade  Adjustment  Assistance  is  a  key  part  of  a  social  compact  by  which  the 
labor  movement  was  enlisted  in  support  of  national  trade  policy  in  1962  and  again 
in  197*.  The  promise  of  TAA  was  and  is  to  offset  losses  to  workers  resulting  from 
national  trade  policy.  In  theory,  although  not  in  reality,  TAA  could  include  up  to  a 
year  of  income  support,  up  to  two  years  of  training,  extended  job  search  assistance, 
and  famHy  relocation  assistance* 

We  recognize  that  current  TAm  funding  is  now  totally  inadequate,  but  we 
urge  that  this  program  continue  and  we  want  to  see  it  funded  at  a  level  sufficient 
to  deal  with  the  problems  of  import-injured  workers  and  communities  and 
industries. 

In  conclusion,  Mr.  Chairman,  I  repeat  the  strong  endorsement  of  the  AFL-CIO 
for  S.538.  We  believe  this  bill  is  a  good,  sound  approach  to  meet  the  employment 
and  training  needs  of  workers  hit  by  plant  closings  and  major  layoffs. 

We  urge  prompt,  favorable  action  on  S.538  by  this  Committee  and  by  the 
Congress.  Thank  you. 
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Appendix 

Regional  Dislocation  and  Rates  of  Dislocation,  1981-1985 


Worker  Dislocation* 

Rate  of  Dislocation** 

BLS  Resrion*** 

Ptanf  ClaflinffS 

Total 

Total 

(odA) 

WSJ 

New  England 

248 

454 

4.5% 

8.2% 

Middle  Atlantic 

695 

1,411 

4.7 

9.6 

Eaat  North  Central 

950 

2,185 

5.8 

13.3 

West  North  Central 

396 

865 

5.4 

11.8 

South  Atlantic 

790 

1,603 

5.0 

10.2 

East  South  Central 

367 

763 

6.6 

13.7 

West  South  Central 

681 

1,525 

6.6 

14.7 

Mountain 

327 

701 

6.5 

13.8 

Pacific 

774 

1,703 

5.6 

12.3 

Total 

5,224 

11,210 

5.5 

11.8 

*  Dislocation  is  all  workers  (a^  20't-)  permanently  dislocated  because  of  a 
plant  closing  or  becauso  of  a  position  or  shift  being  abolished,  slack  work 
or  self-employed  business  failure. 

**     Rate  calculated  as  number  of  adult  workers  dislocated  between  1981  to 
1985  per  adult  employee  in  state  or  region  in  1983. 

***    Regions  are:  New  England  (Maine,  New  Hampshire,  Vermont, 

Massachusetts,  Rhode  Island,  Connecticut);  Middle  Atlantic  (New  York, 
New  Jersey,  Pennsylvania);  East  North  Central  (Ohio,  Indiana,  Illinois, 
Michigan,  Wisconsin);  West  North  Central  (Iowa,  Missouri,  Nebraska, 
Kansas,  Minnesota,  North  Dakota,  South  Dakota);  South  Atlantic 
(Delaware,  Maryland,  District  of  Columbia,  Virginia,  West  Virginia,  North 
Carolina,  South  Carolina,  Georgia,  Florida);  East  South  Central 
(Kentuclqr*  Tennessee,  Alabama,  Mississippi);  West  South  Central 
(Arkansas,  Louisiana,  Oklahoma,  Texas);  Mountain  (Montana,  Wyoming, 
Colorado,  Utah,  Idaho,  Arizona,  Nevada,  New  Mexico);  Pacific 
(California,  Hawaii,  Washington,  Oregon,  Alaska). 


Source:    Bureau  of  Labor  Statistics  January  1986  Dislocated  Worker  Survey 
and  Geographic  Employment  Profile,  1983  (Bulletin  2215),  in 
"Dislocation:  Who,  What,  Where  and  When,"  Industrial  Union 
Department  Research  Paper,  March  1987. 
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Statement  by  the  AFL-CIO  Executive  Council 


on 


Plant  Closing  and  Worker  Dislocation  LcgUlation 


February  17,  1987 
Bal  Harbour,  FL 


Plant  closings  and  mass  layoffs  strip  three  million  workers  of  their  jobs  every 
year,  with  tragic  consequences  for  the  dislocated  workers,  their  families  and  their  local 
communities. 

The  manufacturing  sector  of  the  economy  has  been  especially  hard  hit  by  plant 
closings  and  mass  layoffs,  contributing  to  the  deindustrialization  of  the  American 
economy  and  reflecting  the  destructive  impact  of  corporate  investment  policies  and 
federal  fiscal,  monetary  and  trade  practices. 

The  heavy  toll  on  dislocated  workers  includes: 

♦  Joblessness  averaging  six  months,  with  more  than  one-fifth  of  all  dislocated 
workers  remaining  jobless  for  more  than  two  years; 

♦  An  average  wage  reduction  of  16  percent,  with  earnings  losses  of  30  percent 
for  those  required  to  switch  ocrr-  /Jons  or  industries  to  find  new  jobs. 

In  many  instances,  the  injuries  suffered  by  workers  and  their  communities  could 
be  ameliorated,  or  avoided  altogether,  by  timely  government  or  private  intervention. 
Some  contemplated  plant  closings  and  mass  layoffs  are  preventable;  indeed,  less  than 
10  percent  of  plant  closings  are  due  to  bankruptcy  or  financial  insolvency.  And  where  a 
closing  cannot  be  prevented,  its  disruptive  effects  can  be  minimized  by  a  variety  of 
readjustment  measures. 

Under  decisions  of  the  Supreme  Court  and  the  National  Labor  Relations  Board, 
most  plant  closing  decisions  are  not  mandatory  subjects  of  bargaining.  This  means  that 
employers  are  free  to  bypass  the  collective  bargaining  process  in  making  decisions  on  this 
most  vital  of  matters,  foreclosing  the  opportunity  to  search  for  constructive  alternatives 
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to  a  contemplated  closing.  Employers  likewise  have  no  legal  obligation  to  provide 
ad*'ince  notice  to  employees  of  plant  closing  or  mass  layoff  decisions;  indeed,  a  majority 
of  blue-collar  workers  facing  plant  closings  receive  less  than  two  weeks  advance  notice 
and  one-third  receive  no  notice  at  all. 

The  task  force  on  plant  closing  and  worker  adjustment  appointed  by  the  Secretary 
of  Labor  concluded  in  its  January  1987  report  that:  adequate  advance  notice  is  "an 
essential  component  of  a  successful  adjustment  program;"  there  is  no  evidence  to  support 
business  fears  regarding  notice;  and  serious  problems  of  worker  adjustment  now  occur 
because  corporate  management  rarely  gives  adequate  advance  notice. 

The  United  States  government  has  a  responsibility  to  protect  American  workers 
and  local  communities  against  the  devastating  consequences  of  plant  shutdowns  and  mass 
layoffs.  In  Canada,  where  advance  notice  is  required,  an  industrial  adjustment  service  of 
the  federal  government  has  been  effective  in  working  with  labor  and  management  to  cope 
with  plant  closing  and  worker  adjustment  problems. 

To  minimize  the  human  costs  of  economic  change  and  to  cushion  adjustment  by 
workers  and  local  communities,  the  AFL-CIO  calls  for  immediate  passage  of  federal  plant 
closing  legislation  that  provides: 

»  Mandatory  advance  notice  of  contemplated  plant  closings  and  mass  layoffs, 
accompanied  by  disclosure  of  all  relevant  information  pertaining  to  the  reasons  for  and 
basis  of  the  contemplated  action  and  possible  alternatives  to  such  action. 

•  Consultation  with  labor  and  the  community  and  access  to  government  technical 
assistance,  to  explore  alternatives  to  closing  and  to  plan  assistance  for  workers  and 
communities  where  a  closing  cannot  be  prevented. 

•  Compensation  in  the  form  of  mandatory  severance  pay  to  workers  who  do  not 
receive  advance  notice  or  whose  union  is  not  offered  an  opportunity  for  consultation  with 
respect  to  i.  contemplated  closing  or  mass  layoff  decision. 
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pint  Closing  and  Woricer  Dislocation  LejisUtion 

♦  An  industrial  assistance  program  on  the  Canadian  model  to  provide  rapid- 
response,  plant-specific  assistance  for  dislocated  workers,  Including  job  training  with 
4     adequate  income  support  during  training;  education  and  relocation  assistance;  and 


employment  service  assistance  for  jotwelated  counseling,  job  placement  and  job  search. 

In  addition,  the  AFL-CIO  supports  legislation  to  expand  trade  adjustment 
assistance  both  in  coverage  and  scope,  financed  by  an  import  surcharge,  to  help  those 
workers  harmed  by  trade. 

The  AFL-CIO  will  support  plant  closing  j-Jslation  that  meets  these  objectives 
and  urges  early  action  by  the  Congress. 


iff 
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Senator  Metzenbaum.  Thank  you,  Mr.  Donahue.  I  have  a  few 
questions. 

I  might  note  that  the  co-Chair  of  this  hearing,  Senator  Simon, 
has  joined  us.  We  are  very  happy  to  have  you  v/ith  us.  Senator 
Simon.  I  do  not  know  whether  you  have  a  preliminary  statement 
you  wish  to  make. 

Senator  Simon.  Thank  you,  no.  You  entered  it  earlier  in  my 
behalf.  I  regret  another  committee  meeting  I  had  to  be  at,  but  I  am 
pleased  to  be  here  and  pleased  to  hear  these  witnesses. 

Thank  you,  Mr.  Chairman. 

Senator  Metzenbaum.  Thank  you. 

I  have  a  couple  of  questions,  and  I  know  that  Senator  Quayle  has 
several. 

How  do  you  answer  charges  that,  advance  notice  and  consultation 
hasten  a  plant  closing  by  reducing  -productivity  and  increasing  fi- 
nancial instability? 

Mr.  Donahue.  I  just  have  not  seen.  Senator,  the  evidence  that 
supports  that  suggestion.  The  Secretary's  Task  Force  said  in  its 
report  many  of  rhe  fears  regarding  advance  notice  have  not  been 
realized  in  practice.  In  this  regard,  the  Task  Force  found  no  evi- 
dence that  the  productivity  of  the  work  force  is  adversely  affected 
during  a  notification  period. 

I  simply  have  not  seen  the  evidence  of  that  downside  effect,  and 
obvioui?ly,  if  as  many  employers  as  have  been  suggested  here  are 
giving  voluntary  notice,  then  they  do  not  see  it  either.  I  suggest  the 
evidence  runs  to  the  contrary. 

Senator  Metzenbaum.  Mr.  Donahue,  what  do  you  regard  as  the 
m^or  causes  of  dislocation?  Are  employers  becoming  more  effi- 
cie.nt,  are  they  just  moving  from  State  to  State,  or  are  they  Ic/sing 
thestj  jobs  to  other  countries,  or  are  they  moving  their  own  oper- 
ations to  other  countries? 

Mr.  Donahue.  I  guess.  Senator,  the  only  good  answer  to  that  is 
"all  of  the  above."  I  think  all  of  those  things  play  out.  I  would  as- 
cribe a  prim^  role  in  those  causative  effects  to  trade  and  to  the 
effects  of  foreign  trade  on  our  employment  patterns. 

I  think  that  the  deficit  numbers  are  clear,  and  they  keep  climb- 
ing. The  effects  of  unfair  trade  on  our  work  force  are  clear  and  de- 
monstrable from  those  deficit  figures.  I  think  that  is  a  primary 
role. 

That  is  not  to  say  that  I  would  not  agree  that  a  certain  amount 
of  this  change  is  inevitable  in  a  period  of  economic  change  or  in 
any  society  which  has  a  d3aiamic  economy.  I  think  that  we  will 
always  have  some  change,  some  plant  closures,  dislocations,  reloca- 
tions of  work  to  change  the  economic  conditions.  And  we  do  not 
pretend  that  that  is  not  true. 

Senator  Metzenbaum.  Governor  Celeste  made  the  point  that  if 
each  State  attempted  to  set  up  a  notification  and  consultation  pro- 
cedure in  its  own  State  that  there  very  likely  would  be  a  rush  to 
the  cellar  to  the  States  in  order  to  see  which  one  had  the  least  reg- 
ulatory procedures. 

Do  you  have  any  comment  on  that? 

Mr.  Donahue.  Well,  I  think  I  would  share  the  view,  because  that 
is  the  experience  in  all  of  these  cases  and  the  provisions  of  any  sort 
of  regulation.  The  minority  of  employers  who  will  behave  inappro- 
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priately  are  going  to  look  to  that  atmosphere  in  which  they  are 
least-regulated  and  which  their  inappropriate  behavior  will  be  least 
censured. 

Senator  Metzenbaum.  In  the  pxea  of  corporate  governance  and 
corporate  regulation,  I  think  that  has  been  totally  proven  in  that 
all  the  corporations  have  rushed  to  Delaware  because  there  is  no 
regulation  there. 

Mr.  Donahue.  Sure.  I  think  that  there  is  the  law  of  the  least 
common  denominator  among  some  minority  of  employers  who  seek 
those  ways  to  escape  any  degree  of  regulation  of  their  conduct. 

Senator  Metzenbaum.  Thank  you  very  much. 

Senator  Quayle? 

Senator  Quayle.  Thank  you  very  much,  Mr.  Chairman. 
Mr.  Donahue,  are  labor  unions  at  the  liberty  today  to  bargain  for 
notice  on  layoffs? 
Mr.  Donahue.  We  are  at  liberty  to  bargain  for  it,  yes,  sir. 
Senator  Quayle.  And  business  closings? 
Mr.  Donahue.  Yes,  sir. 

Senator  Quayle.  Is  that  a  bargaining  issue  right  now? 

Mr.  Donahue.  It  is,  in  certain  instances  where  it  is  advanced  by 
the  union  and  negotiated  by  the  employer. 

Senator  Quayle.  How  many  of  the  contracts  would  you  say  with 
major  companies  would  you  have  this  advance  notification  as  part 
of  the  contract? 

Mr.  Donahue.  About  one-third. 

Senator  Quayle.  About  one-third.  But  is  it  basically  standard  op- 
erating procedure  to  put  this  in  as  a  request  for  the  advance  notifi- 
cation? 

Mr.  Donahue.  I  could  not  tell  you  that  I  looked  at  the  bargain- 
ing demands  on  those  contracts  that  have  been  studied.  Senator, 
but  I  would  think  that  it  is  part  of  the  instinct  of  any  trade  union 
negotiator  to  put  it  in  as  a  subject  for  negotiation.  It  is  part  of  any 
of  the  emploj-ers  that  resist  giving  notice  to  resist  such  a  sugges- 
tion for  inclusion  in  a  contract. 

Senator  Quayle.  Employers  are  required  now  to  bargain  about 
the  effects— the  effects— of  business  closing.  Doesn't  this  mean  that 
we  really  in  effect  have  some  advance  notification  since  we  have  to 
bargain  about  the  effects? 

Mr.  Donahue.  I  hardly  think  so.  Senator.  As  you  well  know,  we 
do  not  have  under  current  interpretations  plant  closing  or  advance 
notice  as  a  mandatory  subject,  and  that  is  really  what  you  and  I 
are  dancing  about.  It  is  not  a  mandatory  subject  of  bargaining 
under  the  current  regulations. 

Where  a  progressive  employer  is  willing  to  be  responsive  to  the 
rational  demand  of  a  union  on  that  subject,  then  you  find  it  includ- 
ed in  those  agreements.  We  do  the  best  we  can  in  collective  bar- 
gaining to  get  such  notice,  because  we  perceive  the  desirability  of 
it.  But  we  are  not  always  successful. 

Senator  Quayle.  Well,  I  guess  my  feeling  is— there  are  a  couple 
of  court  cases  that  have  come  down,  the  Fiber  Paper  Products  and 
also  the  First  National  Maintenance  Corporation,  where  it  found 
that  the  employers  had  to  bargain  about  the  effects  of  plant  clos- 
ing, which  I  think  means  we  are  getting  close  to,  just  by  some  stat- 
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utory  interpretation,  that  you  have  got  at  least  the  effects  on  busi- 
ness closing. 

But  be  that  as  it  may,  let  me  ask  you,  are  you  familiar  with  the 
Lovell  Task  Force  recommendations  on  readjustment  assistance? 
Mr.  Donahue.  Yes,  I  am.  Senator. 

Senator  Quayle.  Why  do  you  believe— and  perhaps  you  can  give 
me  your  viewpoint  on  why  this  issue  of  mandatory  notification  is 
such  a  contentious  issue.  I  mean,  they  tried  pretty  hard.  They  had 
a  pretty  good  gioup  of  people.  I  would  imagine  you  would  concur 
that  they  had  a  fairly  good  group  of  people  that  were  on  that  com- 
mittee. 

I  was  just  curious  as  to  whether  you  might  be  able  to  shed  some 
light  on  it  from  your  perspective  of  why  this  has  developed  into 
very  much  of  a  contentious  issue. 

Mr.  Donahue.  Well,  I  think.  Senator,  that  the  six  businessmen 
on  that  committee  were  simply  unable  to  bring  themselves  to  sup- 
port mandatory  notice;  and  the  committee  clearly  split  on  that  sub- 
ject. That  is  reflected  in  the  report,  and  I  am  sure  that  Mac  Lovell 
would  be  happy  to  describe  that  process  further  to  you. 

Those  six  are  all  from  major  corporations,  and  those  six  probably 
all  have  a  corporate  procedure  for  mandatory  notice.  But  that  is 
not  the  question.  The  question  is  not  what  the  major  corporations 
will  do.  The  question  is  do  you  attempt  to  impose  a  requirement  on 
those  who  would  choose  to  selfishly  keep  this  information  from 
their  workers  for  whatever  their  own  perceived  advantage  is.  That 
is  the  group  that  you  are  legislating  for. 

These  people  simply  could  not  bring  themselves  to  agree  to  that. 
The  trade  unionists  on  that  committee  argued  very  strongly,  I 
assure  you,  for  mandatory  notice. 

Senator  Quayle.  Yes,  I  know  they  did.  We  had  Mac  Lovell  at  an- 
other hearing,  and  he  said  that  they  were  unable  to  come  to  an 
agreement  on  this  and  pointed  out  that  it  is  very  much  of  a  split  in 
opinion. 

I  guess  what  I  am  trying  to  feel  through  here  is  some  of  the  ra- 
tionale and  the  reasons  and  the  emotions  and  the  dynamics  that 
are  caught  up  in  this  issue,  and  I  think  that  there  are  a  lot  of  

Mr.  Donahue.  It  is  hard  for  me  to  offer  you  an  analysis  of  em- 
ployer motivation,  but  I  will  try  if  you  wish.  I  think  it  is  composed 
of  equal  parts  of  a  feeling  that,  "Well,  the  government  should  not 
regulate  anything,  and  why  should  it  impose  one  more  regulation 
on  me.  I  am  the  master  of  my  business,  and  I  will  decide  when  to 
close  the  plant,  and  nobody  else  has  an  interest  in  that  which  is 
hijgh  enough  in  my  order  of  priorities  to  warrant  my  discussing  it 
with  them  or  reviewing  it  with  them  or  consulting  with  them  about 
alternatives." 

I  think,  you  know,  when  we  address  the  need  for  change  in  con- 
frontational attitudes  and  the  need  for  change  in  labor-manage- 
ment relations,  we  ought  to  look  at  that  side  of  the  equation,  and 
we  ought  to  look  at  the  people  who  do  not  favor  labor-management 
cooperation  on  the  employer  side,  and  we  ought  to  look  at  those 
who  are  still  dealing  in  1930s,  1940s  values  and  ideas,  and  who  do 
not  see  work  as  a  partnership,  who  do  not  see  their  employees  as 
contributors  to  the  process,  who  are  deserving  of  consideration  in 
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this  kind  of  a  decision.  Those  are  the  people  you  are  going  to  legis- 
late for. 

Senator  Quayle.  Yes.  And  as  you  said,  most  of  the  mgyor  corpo- 
rations and  maybe  even  all  the  ones  that  are  on  that  Task  Force, 
they  probably  have  an  advance  notification  procedure  already. 

Mr.  Donahue.  I  would  assume  that  those  six  do,  but  I  do  not 
know  that. 

Senator  Quayle.  And  you  have  heard  the  testimony  of  Governor 
Celeste,  that  indicated  all  the  corporations  in  his  State  that  were 
going  through  this.  I  can  give  you  examples  in  my  State  of  Indiana, 
that  they  are  doing  the  same  thing,  the  mgyor  ones.  And  it  gets 
down  to  some  of  the  exceptions,  and  that  is  the  concern.  When  you 
start  writing  tliis  mandatonr  notification^  it  is  not  for  the  big  guys, 
it  is  more  or  less  for  a  lot  of  the  little  guys  out  there. 

Mr.  Donahue.  But  it  seems  to  me.  Senator,  you  always  legislate 
for  a  min9rity.  You  do  not  pass  traffic  rules  for  a  lawless  mmority; 
the  mfiyority  will  drive  carefully.  You  do  not  set  any  regulation  in 
place  in  the  face  of  100  percent  opposition  to  that  regulation.  Regu- 
lation grows  out  of  the  fact  that  it  becomes  an  accepted  concept  of 
decent-thinking  people.  And  then  you  say  to  those  who  appear  not 
to  be  decent-thinking  on  the  subject,  "You  ought  to  do  that,  too." 
And  that  is  the  30  percent— the  GAO  report  says  30  percent  gave 
no  notice  to  blue-collar  workers,  26  percent  gave  no  notice  to  white- 
collar  workers.  The  statistics  are  clear,  and  you  know  them,  on  the 
numbers  of  days  of  notice  and  the  inadequacy  of  that  notice.  And 
that  is  why  we  believe  so  strongly  that  unless  you  make  it  a  man- 
datory requirement,  we  will  continue  to  go  along  in  a  system  in 
which  three  million  people  are  displaced,  and  one  million  of  those 
people  get  no  notice  of  it  until  the  day  they  are  told  to  clean  their 
lookers.  I  just  think  that  is  untenable. 

Senator  Quayle.  In  late  1985,  the  AFL-CIO  sent  a  letter  to  Sena- 
tor Kennedy,  objecting  to  a  bill  called,  "Alternatives  to  Hospitaliza- 
tion for  Medical  Technology-Dependent  Children  Act  of  198o."  This 
letter  was  signed  by  Ray  Denison. 

In  the  letter,  the  AFL  objected  to  the  proposal  to  mandate  pedi- 
atric home  health  care  in  an  all-employee  health  care  package  be- 
cause—and I  will  just  quote  from  it— "It  will  exacerbate  an  already 
serious  situation  with  respect  to  Congress'  apparent  willingness  to 
interfere  in  collective  bargaining  with  other  health  care  benefits." 
And  further,  it  goes  on,  and  I  quote,  "We  do  not  believe  that  the 
Federal  government  should  preempt  these  negotiations  by  mandatr 
ing  certain  requirements  that  could  involve  cutbacks  in  hard-won 
coverage." 

Isn't  this  somewhat  analogous  to  the  pending  proposal  on  manda- 
tory notification? 

Mr.  Donahue.  I  guess.  Senator,  only  if  you  start  from  the 
premise  that  we  b(\ieve  in  mandating  absolutely  everything  in  the 
world.  I  am  sorry  that  I  do  not  get,  as  you  read  that,  a  sense  of  that 
issue,  nor  am  I  familiar  with  the  letter  itself. 

I  would  suggest  that  Mr.  McGlotten  is  here,  and  he  is  Mr.  Deni- 
son's  successor,  and  if  you  would  like,  he  can  discuss  that  issue. 

Senator  Quayle.  Okay.  The  sense  of  it— and  I  would  rather  not 
get  into  the  specifics,  if  you  are  not  aware  of  it;  that  is  not  my 
mtent— but  the  sense  of  it  is  that  we  have  issues  that  are  for  and 


ERLC 


73 


remaining  in  the  collective  bargaining  process.  Pediatric  home 
health  care  is  one  of  the  issues  that  could  in  fact  be  a  collective 
bargaining  item.  If  you  give  on  that,  then  you  may  take  away 
somewhere  else. 

It  is  the  same  thing  that  mandatory  notification  also  is  a  collec- 
tive bargaining  issue.  They  are  both  collective  bargaining  issues. 
And  when  you  sit  down  at  the  bargaining  table,  you  trade  off  and 
on. 

The  intent  of  the  letter  said,  hey,  do  not  go  interfering,  because 
if  we  have  to  take  certain  things  that  maybe  we  do  not  want,  or  at 
least  that  the  employer  does  not  want,  that  they  may  say,  okay, 
the  Federal  government  says  I  have  to  take  this  issue,  whether  it 
be  mandatory  pediatric  health  care  or  mandatory  notification.  If  I 
have  to  do  that  because  of  the  Federal  government,  then  I  am 
going  to  take  away  somewhere  else.  That  is  the  thrust  of  the  ques- 
tion. 

Mr.  McGlotten.  Senator,  I  really  do  not  see  the  relationship  be- 
tween that  letter,  because  it  had  to  do  specifically  with  the  ques- 
tion of  mandating  a  health  care  benefits.  There  are  a  variety  of 
benefits,  maybe  150  benefits,  that  we  negotiate  for  for  our  member- 
ship. We  look  at  the  condition  of  our  work  force  and  our  members, 
and  on  that  basis  we  try  to  negotiate  what  is  proper  and  what  we 
think  is  fair  for  bur  members  in  terms  of  health  care. 

What  we  are  talking  about  now  is  mandated  notice  in  terms  of  a 
plant  closing.  There  are  no  other  alternatives. 

Senator  Quayle.  No,  but  that  is  also  something  that  you  negoti- 
ate for—you  do  not?  I  thought  you  did. 

Mr.  Donahue.  We  ne^gotiate  for  it— as  I  tried  to  say  to  you.  Sena- 
tor— we  negotiate  for  it  wherever  we  can,  yes,  sir,  wherever  we 
can.  And  our  study  of  93  mtyor  contracts  says  that  we  have  such 
notice  in  33  of  them— roughly  one-third  of  those  93  mcgor  agree- 
ments. 

I  would  think  you  wpuld  be  equally  concerned.  I  mean,  even  if  I 
were  to  concede  your  point— which  I  do  not— I  would  think  you 
would  be  equally  concerned  about  that  75  percent  of  the  people,  or 
70  percent  of  the  people,  who  are  affected  by  these  plant  closings 
who  are  not  represented  in  the  collective  bargaining  process. 

What  if  you  did  give  us  this  as  a  mandatory  subject  of  bargain- 
ing, and  we  had  plant  closing  notice  in  every  collective  bargaining 
agreement— wouldn't  you— I  would  think  you  or  the  Congress 
would  still  be  concerned  about  those  people  who  are  not  represent- 
ed by  a  union  and  do  not  have  that  force  to  ensure  appropriate  em- 
ployer behavior. 

Senator  Quayle.  Yes,  but  I  do  not  think  we  would  write  legisla- 
tion just  for  non-union  members,  though. 

Mr.  Donahue.  Well,  we  might  be  blessed  bv  some  benefit  of  that. 
But  I  would  hope  you  would  concern  yourself  with  non-union  mem- 
bers. 

Senator  Quayle.  Well,  yes,  we  are  concerned  with  all  workers. 
We  are  concerned  with  the  whole  dislocation  problem.  But  I  think 
the  thrust  of  that  says  that  legislation  will  be  directed  to  the  non- 
union members,  since  they  are  nof  covered  at  a  bargaining  table. 

Mr.  Donahue.  Well,  I  make  no  such  suggestion.  I  am  saying  to 
you  that  even  if  the  union  universe  had  100  percent  advance 
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notice,  this  is  an  issue  that  we  would  still  be  here  testifying  for;  we 
would  still  be  urging  the  Congress  to  regulate  the  efTect  of  plant 
closings  non-union  w^^I^ers. 

Senator  Quaylk.  les,  but  we  are  not  suggesting  that  we  write 
legislation  just  for  non-union  workers. 

Mr.  Donahue.  Of  course  not,  of  course  not. 

Senator  Quayle.  Okay. 

Thank  you,  Mr.  Chairman. 

Senator  Metzenbaum.  Thank  you.  Senator  Quayle. 

Senator  Simon. 

Senator  Simon.  Yes.  First,  if  I  may  just  comment  on  Senator 
Quayle's  last  statement,  I  think  there  are  some  things  that  are  so 
basic  in  the  way  of  protection  that  we  should  give  to  workers  in 
this  country  that  they  really  do  not  belong  in  the  bargaming  proc- 
ess. They  are  in  the  bargaming  process  now  because  we  are  not 
giving  them  that  protection. 

But  when  you  start  bargaining,  ordinarily,  there  is  kind  of  an  as- 
sumption that  the  plant  is  going  to  continue  to  operate,  if  you  want 
to  bargain  on  wages  and  hours,  on  health  issues  and  that  sort  of 
thing— and  this  is  kind  of  a  leading  question,  obviously— but  is  my 
assumption  correct  here,  Mr.  Donahue? 

Mr.  Donahue.  Sure.  And  Senator,  I  think  that  the  history  of  em- 
ployee protective  legislation  in  the  United  States  would  tell  you 
that  by  and  Jarge,  the  unions  led  the  way  in  establishing  some  con- 
dition on  the  job,  and  we  then  later  folded  that  into  legislation  in 
one  way  or  another  to  make  it  universally  applicable.  That  is  true 
in  the  whole  range,  certainly,  of  health  and  pension  benefit  regula- 
tion where  the  unions  and  employers  establish  a  benefit  first,  then 
develop  that,  and  then  we  have  put  that  regulation  into  law  to 
ensure  its  universal  application.  And  that  has  been  true  in  a 
number  of  other  areas. 

I  think  that  the  fact  that  unions  try  to  deal  with  these  issues 
ought  not  to  exempt  the  issue  from  the  consideration  of  legislation. 

Senator  Simon.  And  the  fundamental  question  we  face  is.  Is  this 
a  fundamental  question  we  should  give  to  workers?  And  frankly,  a 
fundamental  protection  we  also  ought  to  provide  on  the  industrial 
side,  because  if  we  do  not  provide  this  protection,  our  unemplcy- 
nient  insurance  costs  escalate,  and  responsible  employers  have  to 
pick  up  the  tab  for  the  less  responsible  employers. 

Let  me— and  you  may  have  covered  this,  or  someone  else  may 
have  covered  this  in  earlier  testimony— as  you  talk  to  your  coun- 
terparts in  other  industrialized  democracies,  do  you  find  that  other 
democracies  have  plant  closing  legislation;  and  how  does  our  ab- 
sence of  legislation  compare  to  others? 

Mr.  Donahue.  Senator,  when  I  talk  to  colleagues  in  other  indus- 
trial countries  about  employee  protective  legislation  gejierally,  I 
am  embarrassed.  We  could  stack  our  legislption  up  against  that  of 
almost  any  of  the  other  industrial  nations,  and  we  are  woefully  de- 
ficient in  terms  of  basic  protections,  in  terms  of  conditions  of  em- 
ployment. As  you  well  know,  many  of  the  industrial  nations  pro- 
vide by  legislation  a  fairly  wide-ranging  coverage  of  employment 
condition  type  legislation,  and  certamly,  the  social  legislation  in 
most  of  those  industrial  nations  goes  far  beyond  our  own. 
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There  is  contained  in  the  report  of  the  Secretary's  Task  Force 
the  analysis  of  how  other  nations  have  dealt  with  plant  ctosure  lep- 
islation,  and  it  tells  you  that  Canada,  Sweden,  France,  West  G<4- 
many  the  United  Kingdom,  Japan,  and  Australia  all  have  dc-fdt 
with  plant  closure  and  dislocated  worker  problems  and  have  dealt 
with  them  far  better  than  we  have.  It  tells  you  that  every  one  of 
those  mdustnal  nations  save  Australia  has  a  mandatory  notice  ifea- 
ture  that  in  most  cases  is  far  beyond  what  is  suggested  in  S.  538.  It 
tells  you  also,  incidentally— and  I  would  draw  your  and  everyone's 
attention  to  it— in  a  collateral  sense,  it  tells  you  what  the  compara- 
ble unemployment  insurance  benefits  are,  U.S.  versus  all  those  other 
countries,  and  it  tells  you  about  the  degree  of  coverage  and  receipt  of 
those  benefits  by  unemployed  workers  in  those  nations. 

If  we  really  do  that  analysis,  we  ought  to  be  asiiamed  of  how  far 
behmd  we  are.  On  this  specific  issue,  th3  notice  feature  is  spelled 
put  at  page  32  of  that  report,  and  notes,  "Yes",  "Yes".  '^Yes" 
"Yes",  ''Yea",  "Yes",  and  "l?fo"  in  the  case  of  Australia  ' 

Senator  Simon.  If  I  may  shift  to  something  that  is  not  in  this 
bill,  but  Senator  Metzenbaum  referred  to  and  you  iust  referred  to 
the  U.I.  benefits.  You  talked  earlier  about  marginal  employers 
moving  where— to  use  your  words— they  would  be  least  censured 
for  their  activities,  and  in  fact,  they  are  rewarded  for  certain  ac- 
tivities. Does  it  make  hsinse,  not  this  year  but  at  some  pomt  down 
the  road,  that  we  have  national  coverage,  a  national  unemploy- 
ment insurance  program,  so  that  we  do  not  have  plants  moving 
from  Illinois  to  even  Indiana  

Senator  Quayle.  Oh,  we  would  like  that. 

Senator  Simon  [continuing].  But  to  other  States,  in  order  to  save 
a  few  dollars^  does  that  make  sense,  ultimately? 

Mr.  Donahue.  Sure.  Senator,  as  you  well  know,  we  have  advocat- 
ed Federalization  and  Federal  standards  of  U.I.  for  a  very,  very 
long  time.  And  in  the  absence  of  those  standards,  you  have  precise- 
ly '^he  hodge-podge  that  you  describe,  precisely  the  advantage  to 
the  employer  in  the  lowest  unemployment  insurance  State,  with 
ttie  lowest  cost.  The  competition  between  States  to  attract  industry 
based  on  our  U.I.  benefits  to  workers  are  l^s  than  somebody  else's 
and  therefore  you  should  come  to  our  State.  Our  workers'  comp 
bener  ^  to  workers  are  less  than  they  are  in  some  other  State,  and 
it  w^.  cost  you  less,  and  therefore  you  should  come  here.  I  think 
that  IS  an  immoral  competition. 

&>  \ve  certainly  believe,  then,  that  there  is  an  absolute  need  for 
Federal  standards  of  U.I.  and  for,  most  urgently,  some  immediate 
change  m  the  system  which  would  give  une^^Dloyment  insurance 
benefits  to  the  unemployed. 

The  spectacle  of  a  maior  industrial  nation  providing  a  system 
about  which  we  have  lied  to  people  for  50  years,  and  we  have  said 
If  you  are  unemployed,  you  collect  unemployment  insurance,  and 
less  than  30  percent  or  31  percent  of  those  people  collect  unemploy- 
ment insurance— that  is  a  horrible  spectacle  for  us  to  present  to 
the  rest  of  the  world,  let  alone  to  our  own  workers,  and  the  failure 
of  the  promise  that  we  made  to  them. 

I  just  think  that  the  situation  of  U.I.  in  this  country  is  a  national 
scandal,  and  I  cannot  understand  why  there  is  not  a  huge  ouury 
against  that  current  system.  We  are  providing  benefits  to  about  30 
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to  31  percent— and  the  number  changes  every  month— to  those 
who  are  unemployed  less  than  26  weeks.  For  those  poor  souls  who 
are  unemployed  more  than  26  weeks,  we  are  providing  benefits  to 
about  1  percent,  1.2  percent,  something  like  that.  I  believe  it  is  only 
in  the  State  of  Alaska  at  the  moment  that  we  are  providing  bene- 
fits to  anybody  who  is  unemployed  more  than  26  weeks. 

Well,  you  ought  to  take  a  look  again,  in  this  report  of  the  Secre- 
tary's Task  Force.  Let  me  just  read  to  you  for  the  record,  the  com- 
parisons of  U.L  benefits. 

''Canada,  usually  12  months,  longer  if  in  training,  50  percent  of 
the  previous  wage.'' 

I  should  preface  that  by  saying  the  summary  here  of  the  United 
States  says  26  to  39  weeks,  but  I  tell  you,  nobody,  or  a  vevy  small 
number,  receive  more  than  26  weeks. 

"Amount  varies  by  States"— the  amount  of  benefit.  "It  is  roughly 
35  to  40  percent  of  the  previous  wage." 

"Canada,  usually  12  months,  longer  if  in  training,  50  percent  of 
the  previous  wage." 

"Sweden,  300  days  if  under  55,  450  days  if  55  or  over,  80  percent 
of  the  previous  wage." 

Senator  Metzenbaum.  Mr.  Donahue,  can  you  wind  up,  please? 

Mr.  Donahue.  Yes,  sir. 

"France,  12  months;  West  Germany,  312  days;  U.K.,  312  days." 
All  of  these  are  in  benefit  levels  of  50  to  60,  as  high  as  80  percent. 

Our  system  is  a  national  disgrace.  Senator,  and  that  problem 
ought  to  be  addressed. 

Senator  Simon.  I  thank  you. 

Thank  you,  Mr.  Chairman. 

Senator  Metzenbaum.  I  thank  you.  Senator  Simon,  Senator 
Quayle. 
Senator  Humphrey. 

Senator  Humphrey.  Thank  you,  Mr.  Chairman. 
I  will  take  but  a  moment.  I  want  to  read  a  brief  statement.  In 
fact  I  do  not  \\aye  questions  for  the  witnesses. 
Senator  Metzenbaum.  Is  this  your  original  statement? 
Senator  Homphrey.  Yes. 

Senator  Metzenbaum.  I  put  it  in  the  record,  but  I  certainly  have 
no  objection  to  your  reading  it  at  this  point. 
Thank  you. 

Senator  Humphrey.  Thank  you. 

Mr.  Chairman,  when  S.  538  was  introduced,  I  asked  my  staff  to 
analyze  Title  II,  the  plant  closings  provisions.  I  am  releasing  that 
analysis  today  and  asK  that  it  be  included  in  the  record. 

Senator  Metzenbaum.  Without  objection,  it  will  be  included. 

Senator  Humphrey.  The  analysis,  in  my  opinion,  is  too  kind  in 
its  conclusion  that  Title  II  is  a  Marxist  economist's  dream. 

Ironically,  S.  538  as  now  written  will  dash  any  hope  of  saving  the 
American  heavy  manufacturing  industry.  If,  as  this  bill  proposes, 
companies  are  forced  to  consult  every  time  their  work  force  fluctu- 
ates or  an  inefficient  plant  is  closed,  smokestack  America  will  be 
dragged  into  the  grave. 

Let  us  not  kid  ourselves.  This  special-interest  legislation  is  aimed 
at  the  steel  and  the  auto  industries.  It  is  designed  to  make  it  more 
difficult  to  accomplish  the  inevitable,  a  restructuring  and  stream- 
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Immg  of  these  basic  industries— a  process  that  has  been  going  on 
for  over  30  years.  I  would  point  out  that  peak  steel  industry  em- 
S  °^oo"*;  occurred  in  1953  when  726,000  workers  were  employed. 
By  1982,  less  than  400,0P'>  such  workers  remained. 

Mr.  Chairman,  the  Congressional  Budget  Office  in  a  report 
issued  recently  concluded  that  unless  antiquated  plants  were  closed 
and  antitrust  policy  relaxed,  American  steel  cOinpanies  would 
never  become  competitive  again. 

Yet  this  legislation  before  us  goes  in  exactly  the  opposite  direc- 
t.\on,  by  diluting  and  confusing  the  decisionmaking  authority  to  the 
pint  that  decisions  on  which  the  life  of  a  heavy  will  depend  could 
take  forever.  It  is  like  having  a  committee  in  the  emergency  room 
deciding  how  to  treat  a  patient  who  is  bleeding  to  death.  You  can 
bet  that  some  members  of  that  emergency  room  committee  will  not 
have  the  patient  s  interest  at  heart,  but  rather  their  own  political- 
self-mterest. 

It  is  quite  obvious  that  this  bill  would  inhibit  the  closing  of  any 
tacility.  Countless  lawsuits  seeking  iiyunctive  relief  will  delay  the 
inevitable;  U.S.  district  courts,  instead  of  the  marketplace,  will 
bev^ome  the  local  citadels  of  economic  wisdom  and  distributors  of 
scarce  resources. 

I  thank  the  Chairman  for  including  that  in  the  record 

Senator  Metzenbaum.  Thank  you  Senator  Humphrey,  and  thank 
you,  Mr.  Donahue. 

[The  minority  staff  analysis  of  title  II  of  S.  538  follows:] 
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»f  A«C  U  U*T»JWA<W.  HAWM  QAM  OyAYU,  M9UNA 


mnitd  States  Senate 


TmOWAS  M  mums.  STAf  It  OUVCTOK  AMO  OUt  COUHUl 


NAVMN  a  MY  AM.  KNOWTV  tlUt  D«f  CTOH 


COMMITTEE  ON  LABOR  AND 
HUMAN  RESOURCES 


WASHINGTON.  DC  20510^300 
SUBCOHHITTEE  ON  EHPLOYHENT  AND  PRODUCTIVITY 
MINORITY  STAFF  ANALYSIS  OF  TITLE  II  OF  S.  538 


ON  FEBRUARY  19,   198?,  SENATOR  HETZENBAUH  AND  9  OTHER 
SENATORS  INTRODUCED  THEIR  PROPOSED  THREE  FART  "ECONOMIC 
DISLOCATION  AND  WORKER  ADJUSTMENT  ASSISTANCE  ACT"  <S-538).  A 
COMPANION  BILL  WAS  SIMULTANEOUSLY  INTRODUCED  IN  THE  HOUSE  OF 
REPRESENTATIVES. 

TITLE  II  OF  THE  LEGISLATION  CREATES  A  SERIES  Of  NOTICE, 
CONSULTATION,  AND  DISCLOSURE  REQUIREMENTS  THAT  WOULD 
APPLY  TO  EMPLOYERS  IN  THE  EVENT  OF  HOST  PLANT  CLOSINGS  AND/ OR 
LAYOFFS. 

AT  THE  PKESS  CONFERENCE  PROCEEDING  THE  INTRODUCTION, 
SEN  METZENBAUM  ISSUED  A  STATEMENT  SUGGESTING  THAT  HIS 
LEGISLATION  WILL  "HELP  WORKERS  GIVE  THE  COMPETITIVE  EDGE  BACK 
TO  AMERICA."  THIS  ANALYSIS  WILL  BRIEFLY  ADDRESS  CERTAIN 
ASPECTS  0?  TITLE  II:     IT  IS  NOT  MEANT  TO  BE  AN  IN-DEPTH 
CRITIQUE  OF  THE  ENTIRE  BILL.    HOWEVER,  IT  SHOULD  BE  NOTED 
THAT  TITLE  I  REDUCES  TO  LEGISLATIVE  LANGUAGE  THE  BASIC  TENETS 
AGREED  UPON  BY  A  JOINT  LABOR-INDUSTRY-GOVERNMENT  TASK  FORCE 
ESTABLISHED  BY  SECRETARY  OF  LABOR  BROCK,  AND  WHICH  REPORTED 
ITS  CONSENSUS  RECOMMENDATIONS  TO  THE  CONGRESS  IN  JANUARY. 
TITLE  II  CONTAINS  PROVISIONS  RFJFCTgP  BY  THE  BROCK  TASK 
FORCE. 


I.  SECTION-BY-SECTION  SUMMARY  OF  TITLE  II 


SECTION  202—  REQUIRES  A  90,  120,  OR  180  DAY  ADVANCE  WRITTEN 


NOTICE  IN  THE  EVENT  OF  A  PLANT  CLOSING  OR  LAYOFF 
INVOLVING  50  OR  MORE  EMPLOYEES:  90  DAYS  IN  THE 
CASE  OF  50-99  EMPLOYEES;  120  DAYS  IN  THE  CASE  OF 
100-it99  EMPLOYEES;  AND  180  DAYS  IN  THE  CASE  OF  500 
OR  MORE  EMPLOYEES.  THESE  PERIODS  CAN  BE  CUT  SHORT 
IN  THE  EVENT  THAT  "UNFORSEEABLE  BUSINESS 
CIRCUMSTANCES  PREVENT  THE  EMPLOYER  FROM 
WITHHOLDING"  THE  CLOSING  OR  LAYOFF.  NOTICE  MUST  BE 
GIVEN  TO  1)  EMPLOYEE  REPRESENTATIVES  OR,  ABSENT 
EMPLOYEE  REPRESENTATIVES,  TO  EACH  AFFECTED 
EMPLOYEE:  2)  THE  oTAT£  DISLOCATED  WORKER 
UNIT:  AND  3)  THE  ONIT  OF  LOCAL  GOVERNMENT. 

A  "PLANT  CLC3ING  OR  MASS  LAYOFF"  IS  DE- 
FINED<SEC.  201(2))  AS  "AN  EMPLOYMENT  LOSS  FOR 
50  OR  MORE  EMPLOYEES  OF  AH  EMPLOYER  AT  ANY  SITE 
DURING  ANY  30  DAY  PERIOD."  AN  "EMPLOYMENT  LOSS" 
(SEC.  ?01(5))  IS  ANY: 

U)  TERMINATION^  OTHER  THAN  A  DISCHARGE 
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FOR  CAUSE,  VOLUNTAI^Y  DEPARTURE,  OR 
RF//IREHENT; 

(2)  LAYOFF  OF  INDEFIKITF  DURATION; 

(3)  LAYOFF  OF  DEFINITE  DURATION  FXCEEDIKG 
SIX  MONTHS; OR 

(4)  50  %  OR  GREATER  REDUCTION  OF  WORK  HOURS 
DURING  ANY  SIX  MONTH  PERIOD. 

CLOSINGS  AND/OR  LAYOFFS  AT  Ti'/O  OR  flORE 
EMPLOYER  FACILITIES  WHICH  EXCEED  50  EMPLOYEES 
WHEN  COMBINED,  AND  OCCURRING  WITHIN  ANY  90  DAY 
PERIOD,  ARE  CONSIDERED  TO  BE  A  PLANT  CLOSING  OR 
J5ASS  LAYOFF  UNLESS  THE  EMPLOYER  DEMONSTRATES  THAT 
THE  LOSSES  ARE  THE  RESULT  OF  DISTINCT  ACTIONS  AND 
CAUSES,  AND  ARE  NOT  AN  ATTEMPT  TO  EVADE  THE 
REQUIREMENTS  OF  THE  ACT. (SEC.  205(c)) 

THE  ADVANCE  TOITTEN  NOTICE  OF  THE  CLOSING 
OR  LAYOFF  BECOMES  MERELY  A  "PROPOSAL"  AT  THE 
PG7.;?  JV  TIME  wm'  rOTICR  7S  REOUIREP. 


SECTION  203         AFTER  NOTICE  IS  GIVEN,  UPON  REQUEST,  THE 

EKPLOYER  MUST  MEET  AND  CONSULT  IN  GOOD  FAITH  "FOR 
THE  PURPOSE  OF  AGREEING  TO  A  MUTUALLY  SATISFACTORY 
ALTERNATIVE  TO  OR  HODIFICATIOH  OF  SUCH  PROPOSAL" 
TO  CLOSE  A  PLANT  OR  LAYOFF  EMPLOYEES.     GOOD  FAITH 
CONSULTATION  IS  ODLY  REQUIRED  OF  THE  EMPLOYER, 

THERE  IS  AN  EXPRESS  PROVISION  THAT  LIMI-^S  THE 
LEGAL  BURDEN  PLACED  ON  THE  EI'PLOYER  WHO  "f-EETS  AT 
REASONAM-E  TIMES  AND  CONSULTS  IN  GOOD  FATTK  "  SUCH 
EMPLOYER  IS  NOT  "COMPELLED"  TO  AGREE  TO  SUCH  AN 
ALTERNATIVE  OR  MODIFICATION  TO  THE  "PROPOSAL  " 

STATE  DISLOCATED  ;;cnKER  UNITS  MUST  ESTABLISH 
SELECQ'IOH  PROCEDURES  FOR  EMPLOYEES  THAT  ARE  NOT 
REPRESENTED  BY  UNIONS  DETERMINED  UNDER  FEDERAL 
LAW . 

?Fr/.-joi.  2r4— ■  PLACES  TK-n  Byi;nnN      esta;;lis;iikg  tfe 

RATIONAL?:  rCR  TIID  CLOSING  CK  LAYOrr  01^ 

THE  EMPLOYER;  THE  EMPLOYER  MUST  DISCLOSE  TO  THE 

REPS  AND  TO  THE  LOCAL  GOVERNfSENT,  IF  REQUESTED, 

SUCH  RELEVANT  INF0RI4ATI0N  AS  IS  NECESSARY  FOR  THE 
THOROUGH  EVALUATION  OF  THE  PROPOSAL  TO  ORDER  A 
PLANT  CLOSING  OR  MASS  LAYOFF  OR  FOR  THE  THOROUGH 
EVALUATION  OF  ANY  ALTERNATIVES  OR  MODIFICATIONS 
SUGGESTED  TO  SUCH  PROPOSAL." 

SECTION  2S£~  ENFORCEMENT:  EMPLOYERS  WHO  VIOLATE  THE  STATUTE 
SHALL  BE  LIABLE  FOR  BACK  PAY  TO  EACH  EMPLOYEE: 
EMPLOYERS  WILL  BE  LIABLE  TO  LOCAL  GOVERNMENTS 
FOR  CIVIL  PENALTIES  OF  $500  PER  DAY.     THIS  IS  NOT 
AN  EXCLUSIVE  REMEDY:  THE  EXISTING  COf PRACTUAL, 
STATUTORY,  AWD  OTHFR  LEGAL  RIGHTS  OF  EMPLOYEES 
ARE  NOT  LIMITED  BY  THF  PROVISIONS  OF  THIS  BILL* 
PATHFR  THEIR  PROPOSED  RIGHTS  AND  REIJEDIKS  ARE  IN 
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ADDITION  TO  THOSE  PROVIDSD  BY  STATE  AKD  FEDERAL 
LAW. 


II--  AN-ALYSIS-ADVAtJCE  NOTIFICATION  AKD 

CONSULTATION 

EMPLOYERS  CURRENTLY  ARE  UNDER  NO  DUTY  TO  GIVE  NOTICE  OR 
TO  CONSULT  V/ITH  THEIR  EMPLOYEES,  SUBJECT  TO  ANY  AGREED  UPON 
CONTRACTUAL  PROVISIONS  IN  A  COLLECTIVE  BARGAINING  AGREEMENT, 
EMPLOYEES,  THROUGH  THEIR  UNIONS,  ARE  COMPLETELY  WITHIN  THEIR 
RIGHTS  TO  OBTAIN  ADVANCE  NOTICE  AND  CONSULTATIOfJ  REOUIREIIENTS 
A*"  THS  BARGAINING  TABLE. 

UNDER  CURRENT  LAW,  UNLESS  A  COLLECTIVE  BARGAINING 
CONTRACT  REQUIRES  MORE,  AN  EMPLOYER  IS  REQUIRED  TO  BARGAIN 
WITH  A  UNION  ONLY  OVER  THE  "EFFECTS"  OF  A  PLANT 
CLOSING.  (£IES2LilATJPm-11AXUT^;NA,UCPl.CQP£  v  );;jQP,45?.  US 
666(1981)).     SECTIOr  8(c)  OF  THE  NATIONAL  LABOR  P.ELATJOhS  ACT 
REQUIRES  THAT  THIS  BARGAINING  BE  IK  "GOOD  FAITH."  GOOD  FAITH 
BARGAINING  IS  A  STATUTORY  REQUIPFKENT  FOR  THE  UNION  AS  WELL 
AS  THE  EMPLOY.      aKD  REQUIRES  THAT  THE  PARTIES  "PARTICIPATE 
ACTIVELY  IN  THE  DELIBKPATIONS  SO  AS  TO  INDICATE  A  PRESENT 
INTENTION  TO  FIND  A  BASIS  FOR  AGREEMENT ..."  (lilBI  V  MONTGOMERY 

F.2D  676(1943)).  EACH  PARTY  MUST  HAVE  "AN  OPEN  MIND 
AND  A  SINCERE  DESIRE  TO  REACH  AN  AGREEMENT,  "  (liLfifi  v  TRUTT 
ViFG.  CO.  351  US  149(1956))  AND  MUST  MAKE  "A  SINCERE  EFFORT... 
TO  REACH  A  COMMON  GROUND ."  (fclQl^T-QQUSKLJi^f  133  F.2D  AT  686). 
HOWEVER,  SECTION  8(c)  SPECIFICALLY  PROVIDES  THAT  THE  DUTY  TO 
BARGAIN  JM  GOOD  FAITH  "DOES  NOT  COMPEL, EJTMER  PARTY  TO  AGREE 
TO  A  PROPOSAL  OR  REQUIRE  THE  MAKING  OF  A  CONCFSSlUK* . . " 

THE  PROVISIONS  OF  TITLE  II  GO  WELL  BEYOND  CURRENT 
STATUTORY  REQUIREMENTS.     FIRST,  AN  EMPLOYER  WOULD  BE  REQUIRED 
TO  PROVIDE  NOTICE  OF  A  PLANT  CLOSING  OR  LAYOFF  EVEN  IN 
INDUSTRIES  LIKE  CONSTRUCTION  WHERE  IT  IS  OBVIOUS  JOBS 
'un,7,  ht  LOST  AS  THD  PROJECT  IS  COMPLETED.  SECOND,  INSTEAD 
OF  IXnhhV  PARGAIKING  "IN  GOOD  FAITK,  "EMPLOYERS  VJOULD  BF 
REQUIRED  TO  CONSULT  IK  GOOD  FAITH  FOR  THE  EXPRESS  "PUR- 
POSE OF  AGREEING  TO  A  MUTUALLY  SATISFACTORY  ALTERNATIVE 
TO  OR  MODIFICATION  OF"  THE  PROPOSED  CLOSING  OR  LAYOFF. 
ALTHOUGH  TITLE  II  PROVIDES  THAT  THIS  REQUIREMENT  IS  NOT 
MEANT  TO  COMPEL  AN  ACTUAL  AGREEMENT,  THE  CHOICE  OF  THE 
DRAFTERS  TO  ADD  THE  "PURPOSE  OF  ..."LANGUAGE  THAT  GOES 
WELL  BEYOND  THE  GOOD  FAITH  EFFORTS  REQUIRED  BY  SECTION 
8(d)  OF  THE  NATIONAL  LABOR  RELATIONS  ACT  STRONGLY  SUGGESTS 
THAT  THIS  LEGISLATION  IS  INTENDED  TO  REQUIRE  FAR  MORE  THAN 
NEGOTIATING  WITH  A  SINCERE  DESIRE  TO  REACH  AN  AGREEMENT.  ONLY 
WITH  GREAT  DIFFICULTY  WILL  AN  EMPLOYER  BE  ABLE  TO  DEMONSTRATE 
TO  A  FED3RAL  JUDGE  THAT  IT  CONSULTED  WITH  THE  REQUISITE 
PURPOSE  UNLESS  IT  DOES  IK  FACT  REACH  AN  AGREEMENT  WITH  THE 
EMPLOYEE  REPRESE»^:VATIVF.  AND/OR  LOCAL  GOVERNMENT 
REPRESENTATIVE. 
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MOREOVER,  THIS  mi  stai;dabd  appears  to  be  intended  to 

ELirJINATE  AN  EMPLOYER'S  RIGHT  UNDER  CURRENT  FEDERAL  LABOR 
LAW  TO  NEGOTIATE  TO  inPASSI •  IF  THIS  RIGHT  IS  INDEED  ELIHIK- 
ATED,  AN  EMPLOYER  WOULD  KOT  BE  ABLE  TO  CARRY  OUT  A  PLANT 
CLOSING  OR  LAYOFF,  hC  f'ATTBR  HOW  NECESSARY  IT  NAY  BB  FOR 
SURVIVAL,  UNTIL  SOKE  AGREEMENT  IS  REACHED, 

FINALLY,  WHILt  TITLE  II  STRICTLY  DEFINES  THE  EMPLOYER'S 
DUTY  TO  CONSULT,  CORRESPONDING  DUTIES  ARE  NOT  REQUIRED  OF 
EMPLOYEE  REPRESENTATIVES  OR  LOCAL  GOVERNMENT  OFFICIALS, 
THEY  ARE  NOT  REQUIRED  TO  CONSULT  FOR  THE  PURPOSE  OF  AGREEING, 
NOR  ARE  THEY  FVEN  REQUIRED  TO  CONSULT  IN  GOOD  FAITH,  UNLIKE 
THE  EMPLOYER,  THEY  APPARENTLY  ARE  NOT  BARRED  FROM  INSISTING 
ON  A  POSITION— NO  I-ATTER  HOW  UNREASONABLE— TO  IMPASSE, 

THE  ULTIMATE  PURPOSE  OF  THE  NOTICE  AND  CONSULTATION  RE- 
QUIREMENTS OF  TITLE  II  APPEARS  TO  BE  THE  CREATION  OF  A  ONE- 
SIDED SYSTEi:  OF  "BARGAINING,"  EMPLOYERS  WILL  BE  FORCED,  AS  A 
PRACTICAL  TATTCR  BY  TJ:KIR  OHLIGAl IONS  UNDER  THE  TITLE  AID  BY 
THE  THREAT  OF  PROTRACTED  LITIGATION,  TO  SUCCUMB  TO  WHATEVER 
DEMANDS  ARE  MADE  BY  EMPLOYES  AND/OR  LOCAL  GOVERNMENT  REPRE- 
SENTATIVES CONCERNING  A  PROPOSED  PLANT  CLOSING  OR  LAYOFF, 
AT  A  MINIMUM  IT  WILL  REQUIRE  EMPLOYERS  TO  PROVIDE  DETAILED 
INFORMATION  ABOUT  THEIR  DECISION,  EXPLAIN  THEIR  REASONING, 
AND  CAREFULLY  CONSIDER  AND  EVALUATE  ALTERNAO^IVES  OFFERED  BY 
EMPLOYEES  AND/OR  LOCAL  OFFTCIALS,     THIS  WILL  BE  A  TINE 
CONSUMING  AND  COSTLY  PPOC  5S,  IT  IS  ALSO  REPETITIVE;  EMPLOY- 
ERS WILL  ALREADY  HAVE  EXPLORED  ALL  FEASIBLE  ALTERNATIVES 
BEFORE  DECIDING  TO  SHUTPO^?^;  OR  LAYOFF  WORKERS, 


III—  ANALYSIS-  PROTRACTED  LITIGATION 


TITLE.  II  PERMITS  CIVIL  ACTIONS  BY  AGGRIEVED  EMPLOYEE  OR 
LOCAL  GOVERNMENT  REPRESENTATIVES  FOR  ANY  PLANT  CLOSING  OR 
LAYOFF  UNDERTAKEN  IN  VIOLATION  OF  ANY  OF  THE  NOTICE,  CONSUL- 
TATICK,  OR  DISCLOSURE  RIviUlREMEKTS  inPOGLT:  ON  CFFECTSD 
EMPLOYERS,  THE  PROMISE  OF  CONTINUED  EMPLOYMENT,  BACK  PAY, 
AND  CIVIL  PENALTIES  IS  LIKELY  TO  INDUCE  A  FLOOD  OF  SUCH 
LAWSUITS  EVERY  TIME  AN  E?!PLOYER  CLOSES  A  PLANT  OR  REDUCES 
THE  WORKFORCE  AS  NECESSARY,  THESE  SUITS  WILL  BE  DIFFICULT 
FOR  THE  EMPLOYER  TO  DEFEND  BECAUSE  THE  LEGAL  BURDENS  ARE 
M*L  PLACED  ON  THE  EMPLOYER  AND  THE  STANDARDS  FOR  THE 
EMPLOYER'S  DUTY  TO  CONSULT  ARE  VAGUE,  EMPLOYEES  AND  LOCAL 
OFFICIALS  WITH  A  SELF  SUSTAINING  INTEREST  WILL  BE  QUICK 
TO  CONTEND  IN  COMPLAINTS  THAT  THE  EMPLOYER  DID  NOT  CONSULT 
WITH  THE  "PURPOSE  OF  AGREEING  TO  A  MUTUALLY  SATISFACTORY 
ALTERNATIVE  TO  OR  MODIFICATION  OF"  THE  "PROPOSED"  PLANT 
CLOSING  OR  LAYOFF,  THE  EMPLOYERS  FAILURE  TO  REACH  SUCH  AN 
AGREEMENT  WILL  BB  EVIDENCE  THAT  THE  EMPLOYER  NEVER  HAD 
THE  NECESSARY  PURPOSE, 

ANYONE  CAN  SEE  THF  CERTAIN  MISCHIEF  THAT  WIJl-L  OCCUR  WITH 
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THB  INCRBDIELE  POWERS  THAT  THIS  LBGISLAa^lOk  GRAMTS  TO  AMY 
PUBLIC  OFFICIAL  VJHO  ACTS  IRRESPONSIBLY  DURING  THE  HARD  TIKES 
ASSOCIATED  WITH  A  PLANT  CLOSING  OR  LAYOFF,  THE  VAGUE  AND 
BURDENSOME  PARAMDTFPS  OF  THE  EMPLOYER'S  DUTY  TO  CONSULT  WILL 
BECOME  A  VERY  REAL  THREAT,  AND  A  POWERFUL  LEVERAGE,  FOR 
OPPOSING  GROUPS  WHO  KNW?  THAT  THEY  CAM  RESORT  TO  THE  FEDERAL 
COURTS  ANYTir^E  THK  EMPLOYER  DOBS  NOT  MEET  THEIR  DEMANDS, 

IN  ADDITION,  BECAUSE  THE  CIVIL  ACTIONS  ALLOWED  EMPLOYEES 
UNDER  THIS  TITLE  ARE  NOT  DEFINED  AS  AN  EXCLUSIVE  REMEDY, 
INJUNCTIVE  RELIEF  WILL  BE  AVAILABLE  IN  FEDERAL  DISTRICT 
COURTS  REQUIRING  EMPLOYERS  TO  MAINTAIN  THE  STATUS  QUG(I,E, 
CONTINUE  OPERATING)  UNTIL  THE  COURT  DETERPIKES  THAT  THE 
EMPLOYER  HAS  MET  ITS  OBLIGATIONS,  IN  SO  DOING,  COURTS  WILL 
EVEN  BE  EVALUATING  THE  PROPOSED  "ALTERNATIVE  OR 
MODIFICATION;"  A  TASK  COURTS  ARE  NOT  VFRY  WELL  EQUIP^'=:D  TO 
DO,  ANY  SUCH  INTKRFERENCE  BY  THE  COURTS  CAl-  ONLY  HAVE  A 
NEGATIVE  Iir-PACT  Or  THE  ECONOIiY;  NECESSARY  PLANT  CLOSirCS  AND 
LAYOFFS  WILL  BE  DELAYED  FORCING  ElfPLOYERS  TO  CONTINUE 
CHANNELING  SCARCE  RESOURCES  INTO  FAILING  OPERATIONS, 

IT  IS  NOT  QUITF.  CLEAR  TO  STAFF  EXACTLY  HOW  THE 
REQUIREMENTS  OF  TITLE  II  WILL  IMPACT  BANKRUPTCY  FILINGS, 
BUT  THE  REQUIREMENTS  APPEAR  TO  BE  SUPERIMPOSED  ON  TOP  OF 
EXISTING  TITLE  XI  REQUIREMENTS, 


1,  TAKEM  TOGSTESR,  THE  REQUIREMENTS  OF  TITLE  II  ARE  AI'  UN- 
REASONABLE STATUTORY  BURDEN  ON  EMPLOYERS  WHETHER  THEY  ARE 
C0HDUCT7.KG  DAY-TO-DAY  OPERATIONS  OR  MAKING  DECISIONS 
II4V0LVIKG  A  FINAL  SHUTDOWN,  THE  CONSULTATION  REQUIREMENT, 
V7ITH  ITS  BUILT  IN  PROPENSITY  FOR  PROTRACTED  LTTTGATTON. 
IS  AN  IRRATIONAL  ECOKOMTC  APPROACH  TO  THE  STATED 
INTENTIONS  OF  THE  PILL'S  COSPONSORS,  IT  IS  NOT  REASOKAl'Xh 
SrO  RLQUIKt  EK-PLOVERC  TO  CONTINUE  OPEPJVTIKG  UNPROFJTAPL^' 
PI ANTS;  IT  IS  NOT  REASONABIfi  TO  REQUIRE  THAT  DISTRESSED 
EMPLOYERS  NEGOTIATE  EVAN  AS  THE  ENTERPRISE  COLLAPSES; 

IT  IS  A  MAJOR  ECONOMIC  MISTAKE  TO  REQUIRE  THE  ECONOMY  TO 
SUPPORT  NON-COMPETITIVE  OPERATIONS  AT  THE  EXPENSE 
OF  INVESTING  IN  NEV7  TECHNOLOGY  OR  NH;  OPERATIONS, 

2,  NOTHING  WILL  DETER  THE  CREATION  OF  NEV?  BUSNESSES,  PLANTS 
AND  JOBS,  OR  THE  EXPANSION  OF  EXISTING  ONES,  MORE  THEN 
DENYING  OWNERS* THE  RIGHT  TO  INSTAWTLY  CUT  THEIR  LOSFS; 
UNDER  THIS  BILL  THE  BENEFITS  OF  A  FKEE  FLOW  OF  CAPITAL 

TO  ITS  OPTIMUII  USES  WILL  LARGELY  BE  AT  THE  MERCY  OF  V7HAT- 
EVER  INDUSTRIAL  POLTCY  LOCAL  POLITICIANS  AND  FEDERAL 
JUDGES  DICTATE, 

3,  THIS  PROPOSAL  REPRESENTS  NOTHING  MORE  THEN, A  POWER  GRAB 
EY  ORGANIZED  LABOR  AND  A  DESPERATE  ATTEMPT  ON  THEIR  PART 
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TO  KELt>  ALIVE,  AT  THE  EXPENSE  OF  HEALTHY  SKGfiENTS  OF  THE 
ECONOKY,  THOSE  DISTRESSED  INDUS^rici?  AhD  OPERATIONS  THAT 
ARC  NOK-COi:.PnaTIVE. 

.  THE  COnSULO^ATlON  PROVISIONS  0?  THE  PROPOSAL  ARE  A^' 
ALLURING  TRAP:  LABOK-JIANAGBMEKT  RELATIONS, HERETOFOR  LEFT 
ENTIRELY  TO  ^'HE  PRIVATE  SECTOR  EXCEPT  IN  THE  ^»OST  UNUSUAL 
CIRCUMSTANCES,  WOMLD  NWJ  BECOKE  TRT-PARTTTP  IN  NATURE. 
LOCAL  OFFICIALS  WILL  BE  ABLE  TO  INTERJECT  THEIR  POLITICAL 
CONSIDERATIONS  INTO  THESE  CONSULTATIONS  AS  TKEIR  FORTUNES 
DICTATE. 

THIS  PROPOSAL  IS  NOT  JUST  A  LIBERAL  RESPONSE  TO  THE 
TRAGEDY  OF  PLANT  CLOSINGS:  ITS  DEGREE  OF  FEDERAL  AND 
LOCAL  GOVERKKRNT  INTERVENTION  INTO  PRIVATE  SECTOR  ECONOMIC 
DECISIONS  JS  A  KARX ISX-g£PXQKI^£. PJSg^r. .  UNDER  THE  GUISE 
OF  SIMPLE  NOTICE  AND  CONSULTATION  REQUIREMENTS,  THIS 
PROPOSAL  IS  THE  HOST  RADICA7.  RESTRUCTUPirG  OF  BCONC'-JC 
DB-CISIOK  KAKI^G  PROPOSED  IN  RECENT  YEARS. 


V  POSTSCRIPT 


THE  REAL  SHAriE  OF  THE  IJETZENBAUM  PROPOSAL  IS  THAT  IT 
COIiPLETELY  KNOCKS  LABOR-KANAGEIiENT  RELATIONS  OUT  OF  KILTER; 
hVD  THIS  FACT  ALONE  QUITE  PR03ARLY  WILL  DEFEAT  THE 
LEGISLATlOb;.     THUS  ANY  EFFORT  OF  TBR  CONhlTTEB  TO 
CONSTRUCTIVELY  ADDRESS  THE  PROBLEMS  COKFRONTIKG  INDUSTRIAL 
RELATIONS  IN  DISTRESSED  IM)USTR.1ES  liAY  WELL  BE  PRECLUDED  BV 
THE  SCOP?  A!:n  OKB-SaDED  NATURE  OF  THTS  PROPOSAL. 
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Senator  Metzenbaum.  The  Chair  now  has  six  more  witnesses, 
which  we  hope  to  hear  in  the  next  30  minutes. 

Mr.  Roger  Semerad,  Assistant  Secretary,  Employment  and  Train- 
ing Administration,  U.S.  Department  of  Labor,  Washington,  D.C.  It 
is  nice  to  have  you  with  us,  Mr.  Semerad.  I  am  afraid  I  am  going  to 
have  to  be  rather  strict  on  the  five-minute  rule  for  the  rest  of  the 
witnesses.  I  was  not  for  the  earlier  witnesses,  and  now  I  am  in 
trouble. 

Please  proceed. 

STATEMENT  OF  ROGER  D.  SEMERAD,  ASSISTANT  SECRETARY  OP 
LABOR  FOR  EMPLOYMENT  AND  TRAINING,  U.S  DEPARTMENT 
OF  LABOR,  WASHIK  iTON,  DC.  ACCOMPANIED  2Y  BOB  JONES, 
DEPUTY  ASSISTANT  SECRETARY,  AND  PATRICIA  McNEIL,  AD- 
MINISTRATOR,  OFFICE  OF  STRATEGIC  PLANNING  AND  POLICY 
DEVELOPMENT 

Mr.  Semerad.  Mr.  Chairman,  thank  you  very  much.  I  am  pleased 
to  be  here  with  the  Committee  again. 

I  have  Bob  Jones,  my  Deputy,  with  me,  and  ^IVish  McNeil,  the 
Administrator  of  my  policy  development  and  planning  organiza- 
tion. 

We  are  pleased  to  have  the  opportunity  to  testify.  I  hope  my  full 
statement  can  be  included  in  the  record. 

Senator  Metzenbaum.  Without  objection,  it  will  be. 

Mr.  Semerad.  Our  proposal,  the  Administration's  worker  read- 
justment proposal,  is  contained  in  the.  President's  Trade,  Employ- 
ment and  Productivity  Act,  and  I  am  confident  that  we  will  be  able 
to  have  a  constructive  dialogue  on  key  issues  addressed  by  our  pro- 
posal and  those  in  your  bill,  S.  538. 

One  of  the  most  important  elements  in  the  President's  competi- 
tiveness package  concerns  investment  in  human  capital.  Our  work 
force  must  have  the  flexibility  and  skills  required  for  the  jobs  of 
the  future.  The  Trade,  Emj/loyment  and  Productivity  Act  contains 
four  legislative  initiatives  developed  by  the  Department  of  Labor  to 
address  the  human  resource  dimension  of  competitiveness. 

These  proposals  will  establish  a  new  Worker  Readjustment  Pro- 
gram, incorporate  an  AFDC  Youth  Initiative  under  JTPA,  refocus 
the  employment  service,  and  decentralize  administrative  financing 
of  the  Unemplo)rment  Insurance  system. 

In  the  interest  of  time,  let  me  focus  on  the  serious  problem  of 
worker  dislocation,  which  will  continue  to  be  with  us  as  we  strive 
to  maintain  our  dynamic  economy  and  hence  our  competitiveness 
in  the  world  at  large. 

The  question  is  how  do  we  minimize  the  effects  of  displacement 
on  the  worker  and  the  community.  Our  nation  needs  the  skills,  ex- 
perience and  productive  energy  of  these  workers.  We  must  rede- 
ploy tliis  capacity  much  more  quickly  in  a  rapidly-changing  econo- 
my. 

We  now  have  programs  in  place  that  attempt  to  address  worker 
dislocation— JTPA  Title  HI,  TAA,  and  UI,  each  with  basic  limita- 
tions. 

Our  new  proposal  incorporates  many  of  the  recommendations  of 
Secretary  Brock's  Task  Force  and  the  President's  Commission  on 
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International  Competitiveness  and  is  based  on  JTPA  experience  in 
assessing  what  works  best  for  dislocated  workers. 

Our  Worker  Rea(^justment  Assistance  Program  is  based  on  a  set 
of  principles  we  consider  essential  to  any  new  legislation  to  help 
(hslocated  workers.  The  program  covers  all  workers  regardless  of 
the  cause  of  their  dislocation.  It  provides  incentives  for  early  notifi- 
cation of  plant  closing  and  mechanisms  for  early  intervention 
Tlhere  are  close  linkages  to  the  UI  system.  This  program  stresses 
adjustment  assistance  and  training  rather  than  income  support, 
and  it  provides  flexibility  to  target  resources  quickly. 

Some  key  features  of  our  bill  are  as  follows:  a  $980  million  pro- 
&ram  to  help  700,000  workers  each  year.  It  replaces  Title  III  of 
JTPA  and  TAA.  latere  are  three  types  of  services:  basic  rea^ust- 
ment,  retrammg,  and  the  Secretary's  discretionary  fund  activities 
mcludmg  demonstration  and  technical  assistance  projects.  ' 

Mr.  Chairman,  there  have  been  a  number  of  worker  adjustment 
proposals  introduced  in  the  Congress  including  your  own  Economic 
Dislocation  and  Worker  A^'ustment  Assistance  Act,  which  also 
draws  on  findings  and  recommendations  of  the  Secretary's  Task 
Force.  While  some  of  the  features  of  our  proposals  differ,  we  are 
trymg  to  achieve  the  same  results.  I  look  forward  to  working  with 
you  to  achieve  enactment  of  an  effective  Worker  Readjustment 
Program  m  this  historic  100th  Congress. 

I  v.nli  be  pleased  to  answer  any  questions  at  this  time. 

Thank  you  very  much. 

[The  prepared  statement  of  Mr.  Semerad  follows:] 
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STATEMENT  OF 
ROGER  D.  SEMERAD 
ASSISTANT  SECRETARY  OF  LABOR 
FOR  EMPLOYMENT  AND  TRAINING 
BEFORE  THE 
SUBCOMMITTEE  ON  LABOR 
AND  THE 

SUBCOMMITTEE  ON  EMPLOYMENT  AND  PRODUCTIVITY 
SENATE  LABOR  AND  HUMAN  RESOURCES  COMMITTEE 


Mr.  Chairmen  and  Members  of  the  Subcommittees: 

I  am  pleased  to  have  this  opportunity  to  testify  before 
you  today  on  the  Administration's  Worker  Readjustment  proposal. 
As  you  know,  this  proposal  is  contained  in  the  "Trade,  Employment 
and  Productivity  Act  of  1987"  which  the  President  transmitted 
to  the  Congress  on  February  19.    As  the  Congress  and  the  Adminis- 
tration jointly  consider  the  important  subject  of  competitiveness, 
I  want  to  discuss  with  you  key  issues  that  are  addressed  in 
our  proposal. 

I  could  not  agree  more  with  Secretary  Brock's  recent 
testimony  before  the  House  Education  and  Labor  Committee  that 
Ar.orics  faces  a  competitive  challenge  in  the  decades  ahead 
which  also  holds  enormous  opportunity  for  our  economy,  the 
standard  of  living  we  enjoy,  and  our  quality  of  life. 

A  complex  set  of  factors  accounts  for  our  country's  present 
competitive  position.    Some  major  ones  are  the  Federal  budget 
deficit,  our  slow  overall  productivity  growth,  and  the  critical 
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need  for  a  better  education  and  training  system,  one  that 
prepares  both  our  young  people  and  experienced  workers  for 
the  changing  nature  of  the  labor  market.    We  cannot  ignore 
the  impact  of  these  factorsj    newly  industrialized  countries 
have  emerged  as  potent  competitors  to  our  preeminence  in  the 
international  marketplace. 

And  we  are  not  ignoring  the  result.    The  President  has 
established  a  national  goal  of  assuring  America's  competitive 
preeminence  into  the  21st  century.    To  achieve  this,  will 
require  all  major  institutions  in  our  society  to  reshape  themselves 
to  meet  the  international  challenge. 

Businesses  must  operate  more  effectively,  setting  higher 
standards  of  quality,  streamlining  operations,  and  adapting 
to  change,    workers  must  become  more  productive,  investing 
in  themselves  through  improved  skills,  education,  and  training. 
The  education  community  must  strive  for  excellence.  Government, 
too,  has  a  key  role  to  playj    at  all  levels,  it  must  encourage 
both  reform  and  excellence. 

To  this  end,  the  President  jas  launched  a  six-pronged 
program  that  aims  at: 

o       Increasing  investment  in  human  and  intellectual 
capital; 

o       Promoting  the  development  of  science  and  technology; 
o       Doing  a  better  job  of  protecting  intellectual  property; 
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o       Enacting  Gsscntial  legal  and  regulatory  reform*-'? 

o       Reducing  the  budget  deficit;  and 

o       Improving  the  international  economic  environment. 
Each  of  these  elements  will  help  make  America  —  and  its  products 
—  more  competitive,  thereby  improving  the  standing  of  the 
United  States  in  the  world  economy. 

Investment  in  human  capital  is  a  key  element.  Success 
in  other  areas  will  not  make  America  more  competitive  if  our 
workforce  lacks  the  skills  and  flexibility  that  will  be  required 
for  the  jobs  of  the  future,  and  thus  the  ability  to  be  more 
productive  than  ever  before. 

The  "Trade,  Employment  and  Productivity  Act  of  1987" 
contains  four  legislative  initiatives  developed  by  the  Department 
of  Labor  to  address  the  human  resource  dimenslop.B  OL  the  probleni 
of  competitiveness: 

o       A  proposal  to  establish  a  new  Worker  Readjustment 
Program? 

o       An  APDC  Youth  Initiative  to  target  fundamental  services 
to  youth  in  welfare  families  under  the  Job  Training 
Partnership  Act  (Oi'PA)? 

o       A  proposal  to  refocus  the  public  employment  service; 
and 

o       A  proposal  to  decentralize  administrative  financing 
of  the  Unemployment  Insurance  system. 
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Together,  these  inltUtives  will  strengthen  the  ability 
to  adrainister  training  and  employment  services  effectively 
and  to  focus  resources  on  two  critical  areas:    the  need  to 
/   alleviate  chronic  welfare  dependency  among  youth  from  welfare 
families,  and  the  need  for  rapid  redeployment  of  experienced 
workers  dislocated  because  of  a  variety  of  economic  factors. 

The  combined  impact  of  these  initiatives  will  establish 
a  new,  more  flexible  and  closely  integrated  training  and  employment 
system  at  the  State  and  local  levels,  and  increase  the  Governors* 
discretion  in  managing  services  and  program  resources. 

Under  broad  Federal  guidelines.  States  will  be  able  to 
plan  and  coordinate  where,  when  and  how  resources  will  be 
used  under  the  basic  JTPA  piroqraras,  under  a  new  worker  readjust- 
ment program,  and  in  employment  service  programs.    By  enhancing 
the  Governors*  ability  Lo  target  resources,  efficiencies  can 
be  attained  and  critical  problem  areas  can  be- targeted  more 
effectively. 

In  addition,  the  important  partnership  between  the  private 
sector  and  government  will  be  strengthened  through  our.  proposals. 
The  private  sector  will  be  given  a  larger  cole  —  through 
local  Private  Industry  Councils  and  State  training  and  employment 
councils  —  a  role  that  will  provide  for  guidance  and  oversight 
in  the  planning  and  delivery  of  services,    this  private  sector 
participation  is  essential  and  will  continue  to  be  essential 
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in  our  efforts  to  assure  that  programs  can  respond  to  State 
and  local  labor  market  conditions,  to  training  needs  of  our 
work  force,  and  the  skill  demands  of  employers. 

Under  the  Administration's  proposed  Fiscal  Year  1988 
Budget,  we  have  requested  $4.4  billion  for  training  and  job 
services,  plus  $2.4  billion  in  grants  for  the  administration 
of  employment  service  and  unemployment  compensation  programs* 
This  id  a  substantial  increase  over  the  1987  appropriation, 
but  an  expanded  investment  in  our  human  resources  is  an  important 
component  of  our  program  to  regain  our  competitive  edge. 

Let  me  turn  now  to  the  particular  problem  of  dislocated 
workers,  which  our  proposed  worker  readjustment  program  addresses. 

Worker  disclocation  is  a  serious  issue,  one  that  has 
been  with  us  for  some  time,  and  one  th<\t  is  an  inevitable 
feature  of  a  dynamic  econoray.    It  is  2f  problem  that  is  not 
going  to  go  away.    As  our  Nation  strives  to  maintain,  its  dynamic 
economy  and  enhance  its  competitiveness,  we  will  continue 
to  produce  new  goods  and  services  and  adopt  new  technologies 
and  production  techniques. 

I'c  is  Inevitable  that  in  response  to  changed  consumer 
preferences,  new  technology,  and  other  factors,  inferior  products 
and  inefficient  production  methods  will  be  replaced;  older 
plants  and  production  lih>.'S  ^^ill  be  closed  down;  and  worker 
dislocations  will  occur. 
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The  issue  we  must  address  not  is  how  to  minimize  the 
effects  of  these  displacements  on  the  worker  and  on  the  community* 
It  is  also  important  to  our  Nation  that  we  utilize  and  thus 
benefit  from  the  job  skills^  experience^  and  productive  energy 
of  workers  who  lose  their  jobs  through  no  fault  of  their  own. 

What  are  the  dimensions  of  the  problem  we  are  addressing? 
A  Bureau  of  Labor  Statistics  (BLS)  Survey  completed  in  January 
1986  found  that  in  "he  previous  five  years,  10,8  million  adults 
permanently  lost  their  jobs  because  their  plant  closed  or 
their  job  was  abolished*    Nearly  half  of  these  workers  had 
been  at  their  jobs  for  at  least  three  years  when  they  were 
let  go«    When  the  workers  were  surveyed,  BLS  found  that  67 
percent  of  those  who  had  been  displaced  were  reemployed,  18 
percent  were  still  jobless,  and  15  percent  h&d  left  the  work 
force  altogether*    Of  the  employed,  56  percent  were  earning 
as  much  or  more  than  on  their  former  job,  while  44  percent 
found  lower  paying  jobs* 

As  you  know.  Secretary  Brock  appointed  a  Task  Force  to 
look  at  economic  adjustment  and  worker  dislocation*    The  Task 
Force,  which  issued  its  final  report  last  December,  found 
that  worker  dislocation  constitutes  a  markedly  different  kind 
of  unemployment  in  many  respects* 

Many  displaced  workers  have  had  long  periods  of  attachment 
to  their  employers*    Frequently  the  jobs  lost  have  been  achieved 
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after  working  many  years  for  a  single  employer.    The  workers 
often  have  difficulty  finding  jobs  that  pay  as  much  at  the 
outset,  or  are  comparable  in  other  ways.    The  adjustment  of 
these  workers  frequently  is  made  more  difficult  because  of 
age,  obsolete  skills,  family  responsibilities,  and  community 
ties*    When  displacement  hits  a  lare  number  of  people  in  one 
area,  the  workers  affected  and  their  comnunities  can  be  devastated* 

We  believe  it  essential  that  the  n.^tion  have  in  place 
an  effective  policy  and  program  for  dislocated  workers  for 
the  following  reasons: 

o       The  slow  labor  force  growth,  resulting  from  the 

demographic  changes  we  face  over  the  coming  decade, 
makes  the  full  use  of  worker  potential  essential 
—  particularly  the  potential  of  those  who  have 
a  proven  capacity  and  talent  for  productive  work* 
o       The  changing  world  economic  and  trade  picture,  and 
our  own  national  interest,  demand  a  flexible  U.S* 
labor  force  that  can  adjust  rapidly  to  new  conditions* 
o       There  is  a  broad  consensus  that  dislocated  workers 

should  not  have  to  bear  the  full  burden  of  che  adjust- 
ment process* 

We  already  have  in  place  programs  that  attempt  to  address 
various  aspects  of  the  worker  dislocation  problem  —  the  JTPA 
Dislocated  Worker  Program,  Trade  Adjustment  Assistance  (TAA) , 
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and  Unemployment  Compensation.    Each  ot  these  approaches  has 
its  merits,  but  also  serious  limitationc. 

TAA  applies  only  to  trade-impacted  workers  and  involves 
a  cumbersome  and  time-consuming  certification  process.  In 
too  many  States,  there  have  been  delays  in  mounting  the  JTPA 
Title  III  programs  and  enrolling  displaced  workers.    The  Unemploy- 
ment Insurance  (UI)  system  is  oriented  toward  income  replacement, 
rather  than  assisting  in  the  Adjustment  process.    A  new,  more 
comprehensive  approach  for  dislocated  workers  is  obviously 
called  £or. 

The  importance  the  Administration  places  on  an  effective 
adjustment  policy  is  demonstrated  by  our  willingness  to  paunch 
a  major  new  initiative  at  a  time  of  serious  budget  constraints. 
Our  proposal  incorporates  many  of  the  recommendations  of  the 
Secretary's  Task  Force  on  Worker  Dislocation,  the  President's 
Commission  on  International  Competitiveness,  and  the  Cabinet 
Council  Working  Group  on  Human  Capital.    It  also  draws  on 
the  best  features  cf  the  JTPA  dislocated  worker  program  and 
on  our  experience  in  learning  what  works  best  for  these  workers. 

Furthermore,  our  proposal  is  based  on  a  set  of  Principles 
that  we  are  convinced  are  essential  to  any  new  legislation 
to  help  dislocated  workers. 

o       First,  the  program  we  have  proposed  is  comprehensive 


and  covers  all  workers  regardless  of  the  cause  of 


their  dislocation. 


94 


-  9  - 


o       Second,  it  provides  incentives  £oc  early  notification 
of  plant  closings  and  layoffs,  and  mechanisms  foe 
early  intervention  in  those  situations* 

o       Third,  there  are  close  linkages  to  the  Unemployment 
Insurance  system* 

o       Fourth,  the  program  stresses  adjustment  assistance 
and  training  —  as  opposed  to  income  support,  and 

o       Fifth,  it  provides  flex,^bility  to  target  resources 
to  where  dislocations  occur,  and  flexibility  to 
move  resources  to  those  areas  as  quickly  as  the 
need  arises. 

Let  me  briefly  describe  some  of  the  key  features  of "the 
Administi'ation's  bill  affecting  Department  of  Labor  programt^, 
and  then  I  will  answer  any  questions  you  have* 

Our  proposal  would  set  up  a  $980  million  program  to  help 
700,000  workeis  each  year.    It  is  a  new  program  and  would 
replace  both  Title  III  of  JTPA  and  Trade  Adjustment  Assistance* 
Eligibility  would  be  broad-based  —  essentially  the  same  criteria 
used  under  Title  III  today.    There  would  be  three  types  of 
services  provided:    Basic  Readjustment  Services,  Retraining 
Services,  and  Secretary's  Discretionaiy  Fund  activities. 

Governors  would  receive  about  $300  million  of  the  funds, 
by  formula,  to  establish  an  on-going  infrastructure  in  each 
State  that  would  provide  basic  readjustment  services*  These 
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services  would  include  assessment^  counseling #  labor  market 
in£ormation#  and  job  search  assistance. 

Governors  also  would  establish  a  rapid  response  capability 
to  deal  quickly  with  plant  closing  or  mass  layoff  situations. 
This  would  be  accomplished  by  such  actions  as  helping  to  set 
up  voluntary  labor-management  committees,  and  identifying 
and  mobilizing  State  ''nd  community  resources. 

Eighty  percent  of  the  basic  readjustment  founds  would 
be  channeled  to  substate  areas  by  a  formula  determined  by 
the  Governor.    The  Governor  would  negotiate  with  local  elected 
officials  and  Private  Industry  Councils  (PICs)  in  substate 
areas  as  to  who  would  administer  the  local  grants  and  how 
the  services  would  be  provided.    Those  who  could  administer 
substate  grants  include  PICs#  State  agencies*  local  qovernments# 
community  colleges,  or  non-profit  agencies. 

One-half#  or  almost  $500  million,  of  the  funds  under 
our  proposal  would  be  available  for  retraining  services. 
These  services  would  include  traditional  classroom  and  on- 
the-job  training #  relocation  assistance*  vouchers  to  individuals 
to  arrange  their  own  training  at  approved  institutions,  and 
a  new  concept  called  a  certificate  of  eligibility  for  training. 

Let  me  briefly  explain  this  certificate  and  the  rationale 
behind  it.    We  have  found  that  dislocated  workers  are  often 
reluctant  to  enroll  in  training.    They  want  another  job. 
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Under  our  proposal,  these  workers  would  be  given  a  certificate 
of  eligibility  for  training  which  they  could  redeem,  depending 
on  the  availability  of  funds,  at  any  time  over  a  two-year 
period.    This  means  that  a  worker  could  get  a  job,  and  then 
decide  to  take  training  to  upgrade  skills  or  obtain  a  General 
Equivalency  Diploma  (GED)  while  employed, 

Each  State  would  receive  funds  up  to  a  perdetermined 
State  target  level  based  on  its  formula  allocation  for  ba&lc 
readjustment  services.     In  turn,  each  substate  grantee  would 
also  have  a  target  level.    States  ar.d  substate  grantees  would 
be  expected  to  spend  their  targets  on  a  quarterly  basis. 

What  States  do  not  spend  of  their  target  each  quarter 
would  be  retained  in  tile  overall  pot  of  retraining  money. 
This  would  allow  us  the  flexibility  to  quickly  retarget  funds 
to  areas  of  greatest  need.    However,  when  a  State  that  did 
not  spend  all  of  its  allotment  in  one  quarter  is  suddenly 
faced  with  an  emergency  situation  and  needs  more  money,  it 
could  apply  to  the  Secretary  for  additional  funds. 

The  final  $196  million  of  the  funds  is  set  aside  for 
the  Secretary's  discretionary  use  in  industry-wide  and  multi- 
State  projects,  mass  layoffs,  natural  disasters,  and  other 
national  activities  and  projects  such  as  technical  assistance, 
demonstration  projects,  and  research. 

Finally,  let  me  call  your  attention  to  the  linkage  our 
bill  would  establish  with  the  Unemployment  Insurance  system. 
Each  State  must  establish  a  plan  for  linking  the  UI  3y3tem 
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to  the  readjustment  system.    Ihe  bill  directs  tho  Governor 

to  set  up  procedures  for  early  identification  of  UI  recipients 

who  are  likely  to  need  readjustment  services.    The  Govt.rnor 

also  must  develop  specific  mechanisms  that  establish  t  connection 

between  both  systems  early  in  the  UI  benefit  period,  and  train 

and  prepare  UI  and  other  staff  in  ways  to  make  the  linkaqe 

work  effectively.    In  addition,  Ui  recipients  who  are  enrolled 

in  training  by  the  end  of  their  10th  week  would  be  eligible 

for  income  assistance  equal  to  their  UI  benefit  amounts  that 

would  be  paid  from  worKer  readjustment  funds  until  they  complete 

training. 

Mr.  Chairmen,  I  know  that  there  have  been  a  number  of 
worker  readjustment  proposals  introduced  in  the  100th  Congress, 
including  Senator  Ketzenbaum*s  Economic  Dislocation  and  Worker 
Adjustment  Assistance  Act,  vhich  also  draws  on  the  findings 
and  recommendations  of  Secretary  Brock's  Task  Force.  While 
some  features  of  our  proposals  differ,  -we  are  all  trying  to 
achieve  the  same  results.    We  believe  the  Administration  has 
developed  an  excellent  proposal,  and  I  am  confident  that  we 
can  work  together  for  enactment  of  an  effective  worker  readjust- 
ment proposal  this  year. 

This  concludes  my  prepared  statemenc.    I  would  be  pleased 
to  answer  any  questions. 
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Senator  Metzenbaum.  Thank  you  very  much  for  your  testimony, 
Mr.  Semerad,  and  let  me  say  that  I  particularly  like  that  part 
where  you  talked  about  constrxictive  dialogue  and  working  with  us, 
and  I  want  you  to  know  that,  speaking  for  the  Committee,  that  is 
exactly  what  we  would  like  to  do.  We  do  wcmt  to  work  with  you  in 
order  to  bring  about  a  bill  that  meets  the  problem,  rather  than 
have  confrontation. 

We  are  running  late.  I  have  noticed  that  two  of  my  colleagues 
have  joined  us.  Senator  Harkin  and  Senator  Adams,  so  I  am  just 
going  to  ask  you  one  question  in  the  interest  of  time. 

Experts  from  government,  business,  the  academy  and  organized 
labor  agree  that  advance  notification  of  plant  closing  is  an  essen- 
tial element  for  a  successful  worker  adjustment  program. 

The  Administration's  proposal  calls  for  voluntary  advance  notice, 
bat  the  evidence  indicates  that  voluntary  notice  does  not  work.  Tlie 
General  Accounting  Office  reported  that  67  percent  of  blue-collar 
v/orkers  and  58  percent  of  white-collar  workers  in  this  country  re- 
ceive less  than  two  weeks'  notice  before  a  plant  closing  or  mass 
layoff. 

In  Massachusetts,  which  set  up  voluntary  notice  as  a  standard 
for  receiving  State  financial  assistance,  there  was  no  advance 
notice  whatsoever  for  50  percent  of  the  plant  closings  in  the  last 
six  months  of  1985. 

In  the  face  of  these  findings,  what  specific  evidence  supports 
your  view  that  voluntary  advance  notice  will  work?  What  data  led 
you  to  believe  that  a  $200  credit  per  employee  against  State  unem- 
plo3anent  compensation  taxes  will  be  an  effective  incentive  for  com- 
panies to  provide  advance  notice? 

Mr.  Semer  Mr.  Chairman,  our  position  is  based  on  the  fact 
that  we  do  nou  think  that  mandatory  advance  notification  is  the 
best  approach  to  take  in  the  United  States.  With  some  of  the  data 
we  heard  about  all  these  other  countries  that  have  it,  I  do  not 
think  we  would  want  to  make  comparisons  about  the  robustness  of 
their  economies  versus  ours  and  their  ability  to  creCite  jobs.  So  I  do 
not  think  that  is  very  good  data  if  we  are  going  to  look  at  this 
country  relative  to  others. 

We  think  also  that  there  is  no  comprehensive  worker  adjustment 
system  now  in  the  United  States.  We  have  never  tried  a  national 
voluntary  advance  notification  system — with  a  comprehensive  ap- 
proach—with the  systems  put  into  place  that  we  are  recommend- 
ing in  the  Administration's  bill— and  that  includes,  of  course,  the 
rapid-respouse  capability;  the  linkage  with  UI,  a  comprehensive 
system  to  provide  the  readjustment  assistance,  the  capacity  for  the 
States  to  set  up  those  voluntary  labor-management  committees; 
and  the  kinds  of  incentives  we  think  would  indeed  encourage  the 
best  corporate  behavior.  There  is  no  question  that  where  we  do 
have  advance  notification — we  are  talking  about  large  companies 
here,  large  employers— that  the  interventions  available  do  work 
quite  well— not  perfectly,  but  quite  well. 

I  think  Senator  Quayle's  concerns  with  the  smaller  employer 
lead  one  to  have  very  serious  doubts  whether  or  not  we  should 
mandate  this  across-the-board. 

Senator  Metzenbaum.  Thank  you. 
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I  am  going  to  ask  my  colleagues  if  they  can  hold  their  questions 
to  a  couple  of  minutes,  just  so  I  can  hear  the  rest  of  these  witnesses 
today. 

Senator  Quayle. 

Senator  Quayle.  I  have  only  got  three  questions,  Mr.  Chairman. 

Senator  Metzenbaum.  Answer  them  briefly,  Mr.  Semerad. 

Senator  Qua\le.  On  Title  I  of  S.  538,  can  you  tell  me  what  the 
major  differences  are  between  the  Administration's  readjustment 
program  and  S.  538? 

Mr.  Jones.  Yes,  Senator.  Very  briefly,  there  are  about  five  or  six 
differences.  The  eligibility  requirements  in  S.  538  are  extended  to 
dislocated  homemakers,  which  expands  that  pool  by  about  two  mil- 
lion people  on  an  average  annual  basis. 

The  Senator's  bill  includes  an  open-ended  benefit  provision  for 
those  not  covered  by  UI,  which  would  increase  the  cost  and  de- 
crease the  services. 

The  service  delivery  system  within  the  structure  of  the  bill  stops 
at  the  State  level  and  makes  no  provision  for  local  labor  market 
input  by  business  or  elected  officials. 

The  allocation  of  the  funds  is  slightly  different  in  that  it  is  a 
grant  system  without  necessary  recapture  provisions,  and  it  does 
not  contain  the  flexibility  that  we  have  established  in  our  bill  to 
move  the  money  around  wherever  the  dislocations  may  occur. 

The  Administration's  bill  has  included  provision  for  vouchers 
and  training  certificates  and  other  alternative  sources  for  trying  to 
adapt  individual  worker  demand  to  retraining  needs. 

Other  than  that  and  the  other  titles,  as  you  point  out,  there  is  a 
fair  amount  of  commonality  between  the  two  bills. 

Senator  Quayle.  In  the  spirit  of  dialogue,  which  I  concur  with 
the  Chair  in  trying  to  get  at  least  Title  I  worked  out,  can  you  prior- 
itize your  concerns— which  ones  are  the  ones  of  major  differences? 
On  a  scale  of,  say,  one  to  ten,  which  are  the  big  ones  that  we  ought 
to  be  watching  for? 

Mr.  Jones.  Of  the  ones  we  have  talked  about,  I  do  not  think  that 
you  can  separate  them  out  for  one  particular  reason.  Senator.  Sev- 
eral of  those  items  impact  how  many  people  you  can  serve  at  what 
kind  of  cost.  The  Administration's  bill  taken  as  a  whole  will  serve 
about  700,000  people  nationally,  and  that  is  the  majority  of  dislo- 
cated workers  who  are  in  need  of  services.  Senator  Metzenbaum'^. 
bill  would  only  serve  about  435,000  people,  at  least  by  our  esti- 
mates, on  an  average  annual  basis,  at  roughly  twice  the  cost. 

Now,  there  is  a  trade-off,  and  it  is  an  important  one.  Whether  it 
is  benefits  or  whether  it  is  eligibility  or  whether  it  is  the  delivery 
system  that  impacts  that,  one  has  to  make  a  decision  on  what  your 
general  goal  is  going  to  be  and  then  which  things  are  going  to  con- 
tribute or  detract  from  that. 

Senator  Quayle.  So  all  five  or  six  of  those  issues  you  have  men- 
tioned are  weighted  about  the  same? 

Mr.  Jones.  They  are  weighted  about  the  same,  and  particularly 
those  that  impact  costs  and  eligibility  are  going  to  shortchange 
that. 

Senator  Quaylis.  Okay,  I  hear  you. 
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Mr.  Secretary,  I  am  struck  by  the  breadth  of  your  definition  of 
"dislocation  event."  Do  you  have  any  estimate  on  how  niany  such 
"dislocation  events"  occur  every  year? 

Mr.  Semerad.  Senator,  we  do  not  have  specific  and  detailed  num- 
bers on  dislocation  events.  However,  the  Bureau  of  Labor  Statistics 
data  on  manufacturing  establishments  would  suggest  that  about 
14,000  closings  per  year  take  place.  But  the  estimate  needs  further 
refining  and  validation.  BLS  is  indeed  doing  further  work  in  this 
area  which  should  give  us  a  better  fix  down  the  road.  But  let  me 
make  it  clear  that  we  do  not  intend  to  include  dislocations  that  are 
essentially  seasonal,  such  as  construction  or  in  some  resort  areas  or 
that  kind  of  thing. 

Senator  Quayle.  So  do  you  see  this  reac^ustment  assistance 
going  into  14,000  different  dislocation  events? 

Mr.  Semerad.  Well,  I  think  that  it  could  conceivably  work  out 
that  way. 

Senator  Quayle.  It  could,  and  that  would  be  the  goal. 
Mr.  Semerad.  Yes,  sir. 

Senator  Quayle.  You  are  looking  at  serving  about  14,000  events. 

Mr.  Semerad.  Bear  in  mind  that  our  experience  shows  that 
about  43  percent  of  those  dislocated  need  some  type  of  assistance. 
And  our  figures  of  700,000  and  our  budget  numbers  are  driven  by 
our  experience  with  those  people  who  actually  need  assistance. 

Senator  Quayle.  So  43  percent— less  than  half  would  actually 
need  assistance? 

Mr.  Semerad.  Our  experience  would  show  that.  And  the  capacity 
for  rapid  response  would  change  the  numbers  of  events  and  the 
numbers  of  people.  But  I  think  the  culture  of  work  would  under- 
stand that  this  system  was  built  up  as  a  nationjd  priority,  and  it 
could  alter  the  numbers. 

Senator  Quayle.  Okay.  One  final  question,  Mr.  Chairman. 

Now,  your  readjustment  assistance  calls  for  early  intervention, 
which  I  have  strongly  supported,  and  I  felt  that  we  ought  to  get  in 
there  earlier  rather  than  later. 

Many  will  make  the  argument  that  you  cannot  have  early  inter- 
vention unless  you  have  mandatory  notice.  In  other  words,  the  ear- 
lier the  better.  So  therefore,  by  implication,  what  you,  the  Adminis- 
tration, are  recommending  is  in  effect  mandatory  notification 
rather  than  the  voluntary  notification  which  you  say  that  you  are 
for. 

How  can  you  have  it  both  ways?  Can  you  really  have  early  inter- 
vention early  on  in  the  process,  without  having  notification?  And  if 
you  have  to  have  notification,  isn't  it  going  to  have  to  be  manda- 
tory notification?  That  is  the  way  the  argument  goes.  And  I  want 
to  know  what  leads  you  to  the  conclusion  of  voluntary  notification. 

Mr.  Semerad.  Senator,  I  am  not  sure  that  I  would  agree  that  our 
proposal  mandates  mandated  plant  closing.  All  we  are  saying  is 
that  

Senator  Quayle,  No,  I  know  it  does  not,  but  by  implication. 

Mr.  Semerad.  Well,  even  by  implication  

Senator  Quayle.  You  focus  in  early  on,  which  everybody  sup- 
ports. If  you  have  to  have  early  on,  that  means  during  the  time  of 
employment,  I  would  assume,  and  that  means  notification.  So  by 
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implication  what  you  are  saying  is  that  you  really  do  need  manda- 
tory notificaWon. 

And  unless  you  can  give  me  some  rationale  that,  yes,  there  may 
be  some  situations  where  you  are  going  to  have  intervention  that  is 
going  to  be  early  on  in  the  process,  and  in  other  cases  it  is  going  to 
be  after  they  have  laid  off  or  after  the  plant  has  closed-— I  am  just 
curious,  because  I  think  I  am  struck  somewhat  by  the  implication, 
but  you  are  not  testifying  for  what  I  think  is  somewhat  a  logical 
impliccition,  and  that  is  you  are  really  for  mandatory  notification 
rather  than  voluntary. 

Mr.  Semerad.  I  think  the  iisplication  is  that  we  think  advance 
notification  is  very  helpful  to  the  workers  and  the  communities 
and  saving  the  communitietJ.  I  do  not  think  the  implication  is  that 
we  are  proposing  or  feel  that  it  has  to  be  mandatory. 

We  have  got  to  change  the  wor'z  culture  in  this  country.  Our  pro- 
posal is  built  around  tiie  retraining  aspect  that  people  will  be  pre- 
pared— our  demographics  are  quite  clear — we  are  gomg  to  need 
these  good  workers  in  different  capacities.  Our  view  is  that  if  em- 
ployers and  the  workers  and  the  States  and  the  eomniunities  can 
work  together  that  the  culture  will  change;  that  there  sre  indeed 
incentives  in  here,  and  that  sooner  or  later  everybody  will  under- 
stend  that  they  benefit. 


There  is  not  any  argument  here,  I  think,  that  the  sooner  we 
know  of  a  layoff,  a  large  layoff,  the  better  we  can  deal  with  it  and 
minimize  that  trauma  to  the  worker  and  the  community. 

I  think  employers  will  have  to  learn,  and  different  employers 
will  react  differently  depending  on  the  nature  of  their  business  and 
the  nature  of  the  kinds  of  work  they  do. 

I  think  we  have  got  to  find  a  way,  and  I  would  respectfully  urge 
the  Committee  to  say  that  we  need  to  put  into  place  the  same 
mechanisms,  frankly — we  ought  to  concentrate  on  the  reacb'ustr 
ment  process,  rather  than  an  enforcement  process  and  a  long  legal 
process  that  the  mandatory  notification  would  entail. 

I  think  it  will  take  some  time.  Why  can't  we  put  in  the  volunta^r 
plant  closing  provision  with  the  system  and  see  how  it  works? 

Senator  Quayle.  Thank  you,  Mr.  Chairman. 

Senator  Metzenbaum.  Thank  you,  Senator  Quayle.  I  might  say 
that  your  line  of  questioning  has  convinced  me  that  mandatory 
closing  is  worthwhile — I  had  not  been  convinced  

Senator  Quayle.  You  did  not  listen— how  about  his  answer, 
though? 

Senator  Metzenbaum.  I  thought  his  answer  was  that  we  need  to 
have  a  cultural  change,  and  somehow  we  are  going  to  do  this  on 
sort  of  a  philosophical  basis,  and  we  will  get  a  stete  of  mind 
worked  out  that  will  be  great.  I  am  afraid  that  there  will  be  too 
many  people  unemployed  before  we  reach  that  level. 

Senator  Simon. 

Senator  Simon.  Just  one  question— and  I  regret  my  friend  and 
colleague  Senator  Humphrey  is  no  longer  here.  I  heard  his  stete- 
ment,  and  I  have  it  here,  that  plant  closing  is  a  "Marxist  econo- 
mist's dream." 

I  read  the  Task  Force  report,  appointed  by  the  Secretary  of 
Labor.  While  they  were  not  able  to  agree  on  precisely  what  should 
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be  done  legislatively  on  plant  closing,  there  are  very  powerful  arm- 
ments  for  plant  closing  there. 

My  question,  Mr.  Semerad— this  group  that  the  Secretary  of 
Labor,  Bill  Brock,  appointed— was  this  a  group  of  Marxists  they  ap- 
pointed *x)  this  Task  Force? 

Mr.  Semerad.  No,  Senator. 

Senator  Simon.  All  right. 

Senator  Metzenbaum.  A  very  good  answer. 

Senator  Simon.  I  have  no  further  questions.  [Laughter.] 

Senator  Metzenbaum.  Senator  Harkin,  we  are  happy  to  have 
you  with  us,  sir. 

OPENING  STATEMENT  OF  SENATOR  HARKIN 

Senator  Harkin.  Thank  you,  Mr.  Chairman.  I  am  glad  to  be 
back,  and  I  am  sorry  I  had  to  leave  for  a  little  bit. 

I,  too,  am  very  interested  in  this  legislation  because  of  disloca- 
tions that  we  have  had  in  Iowa,  not  only  from  plant  closings— Cat- 
erpillar, John  Deere,  Hormel,  other  meatpacking  industries,  and 
now,  recently,  Firestone  Tire  and  Rubber.  In  some  of  the  cases,  we 
have  had  notification;  in  some,  we  have  not.  Recently,  Firestone 
gave  notification,  and  they  would  fall  under  this  bill;  they  would 
fall  under  the  six-month  period  of  time.  I  think  the  same  could  he 
said  true  also  of  Caterpillar.  I  do  not  think  Hormel  did.  So  sorje  do, 
and  some  do  not. 

It  seems  to  me  that  is  the  problem  you  into  in  this  voluntary 
ihing  is  that  you  have  that  kind  of  mish-mash  thing,  some  do  and 
some  dc  not,  and  it  would  be  nice  to  have  a  more  uniform  system 
where  all  industries  in  the  State,  regardless  of  whether  thev  are 
meatpacking  or  whether  they  are  heavy  industry,  would  operate 
under  the  same  kind  of  rules. 

While  I  have  been  taking  a  closer  look  at  the  Administration's 
proposal,  I  think  I  see  a  lot  of  merit  in  it  in  terms  of  joining  togeth- 
er the  JTPA  and  the  Trade  Adjustment  Assistance.  I  would  point 
out  that  we  just  had  a  plant  recently  in  Iowa  that  closed-^r,  actu- 
ally, I  should  say  is  closing— and  they  have  been  designated  as  a 
victim  of  trade,  so  their  people  get  trade  at^ustment  assistance.  But 
under  the  formula,  they  should  have  gotten  3420,000,  and  they  onlv 
got  ?80,000.  So  that  is  a  problem. 

I  understand  under  vour  propojial  of  increased  funding,  that  it 
would  cover  up  to  700,000  workers  a  year.  What  percentage  of  the 
total  do  you  think  that  covers  under  your  proposal,  under  We 
700,000. 

Mr.  Semerad.  Well,  we  use  roughly  1.5  million  as  our  base;  then 
took  the  experience  f-^ctor  of  about  43  percent  of  those  people  need- 
ing soma  sort  of  assistance— and  that  could  be  from  just  counseling 
and  job-matching  assistance  right  up  to  more  extended  training— so 
we  came  up  with  basically  the  700,000.  That  is  really  what  we 
chow,  by  our  experience,  the  people  that  seek  our  help  and  that  we 
need  to  address.  And  again,  that  is  based  on  emphasis  on  training 
rather  than  extending  benefits  and  keeping  them  out  of  the  econo- 
my longer. 

I  think  that  the  need  here  is  to  accelerate  that  reentry  into  the 
economy.  We  need  those  good  workers. 
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Senator  Harkin.  Okay.  Now,  there  may  be  arguments  about  the 
differences  between  your  approach  in  terms  of  the  assistance  and 
in  what  we  have  in  this  bill.  Those  can  be  worked  out;  I  mean,  rea- 
sonable people  can  work  those  things  out,  I  am  sure,  and  I  am  sure 
we  will  work  those  out,  because  obviously,  this  Administration  is 
doing  something,  also. 

What  I  am  wondering,  though,  is  how  about  the  other  end  of  the 
bill,  the  notification  end  of  it.  The  two  can  go  along  together,  can't 
they?  We  can  work  out  our  differences  on  t^e  assistance  program 
and  how  we  address  that,  but  why  \/ouldn't  *t  sdso  be  beneficial  to 
have  the  advance  notice  along  with  that? 

Would  you  care  to  comment  on  that?  I  was  looking  through  your 
testimony,  and  I  did  not  get  much  of  a  flavor  for  that;  I  got  more  of 
a  flavor  for  your  approach  on  the  assistance  end  rather  than  on  the 
notification  end  of  plant  closings. 

Mr.  Semerad.  Well,  Senator,  I  do  not  know,  in  the  interest  of 
time-ythat  was  the  first  question  out  of  the  box  from  the  Chair- 
man, in  terms  of  why  we  were  opposed  to  the  advance  notification. 
But  really,  it  boils  down  to  the  fact  that  we  do  not  think  it  is  a 
veri^  good  idea.  We  think  it  is  probably  not  the  best  thing  fox'  our 
diverse  economy. 

We  do  not  have  a  readjustment  system  in  place,  so  we  have 
never  really  tried  in  America  a  voluntary  system  nationwide  that 
has  the  kinds  of  incentives,  the  kind  of  package,  if  you  will,  that 
we  are  proposing  in  our  legislation. 

And  I  think  that  because  we  are  going  to  have  on  the  positive 
side,  whether  it  is  voluntary  or  mandatory,  the  same  kinds  of  sys- 
tems put  in  place,  I  think  we  should  put  the  systems  in  place  in  a 
voluntary  system  and  see  what  can  happen.  I  think  we  are  taking 
the  view  that  business  is  not  going  to  cooperate.  I  am  not  so  sure 
that  that  is  true,  and  I  would  love  to  have  us  use  our  resources 
much  more  >x)  the  readjustment  process  rather  than  the  enforce- 
ment process  or  the  legal  process  that  undoubtedly  will  follow. 

Senator  Harkin.  It  seems  to  me  those  government  programs  that 
have  been  successful  in  the  past  usually  employ  the  carrot  and 
stick  approach. 

Mr.  Semerad.  Yes,  sir. 

Senator  Harkin.  And  what  I  hear  you  saying  is  you  have  got  a 
lot  of  carrots,  but  no  sticks.  And  it  seems  to  me  that  this  is  the 
stick  end  of  the  carrot  and  stick  approach,  of  having  that  kind  of 
notification. 

I  guess  it  just  bothers  me  that  you  leave  a  system  out  there  with 
no  real  guidelines  on  notification.  !\3  I  said,  some  plants  may  act, 
and  they  have  in  the  past  acted  responsibly,  given  prior  notifica- 
tion; others  have  not.  And  why  penalize  and  punish  those  workers 
Who  happen  to  work  for  a  plant  that  does  not  give  that  kind  of  no- 
tification, that  maybe  does  not  act  responsibly?  They  should  not  be 
held  to  blame  for  that,  and  all  of  a  sudden  they  are  out,  without 
the  kind  of  planning  that  you  need  for  this  kind  of  assistance. 

Mr.  Semerad.  Well,  Senator,  I  think  your  concerns  are  very  well- 
founded.  I  think  that  our  package  basically  triggers  the  response  at 
the  State  level  that  would  tend  to  overcome  some  of  those  reserva- 
tions that  you  have,  but  it  would  be  more  at  the  local  level.  It 
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would  also  take  care  of  agricultural  workers  who  are  out  of  work 
permanently,  just  as  if  they  worked  in  a  steel  mill  or  in  a  mine. 

I  think  what  we  are  trying  to  do  15  trigger  a  series  of  related  and 
interrelated  systems,  whether  it  is  the  U.I.  system  or  the  employ- 
ment service  or  our  training  system,  by  adding  this  rapid  response 
capability,  adding  this  labor-management  cooperation  and  consulta- 
tion element.  And  I  think  that  we  will  find  that  States  will  figure 
that  out.  It  will  become  a  part  of  our  work  culture.  And  I  do  not 
see  that  as  a  philosophical  argument  as  much  as  I  do  that  we  are 
changing.  Our  economy  is  changing,  and  we  cannot  stop  it,  and  we 
need  to  move  with  it  to  retain  our  competitiveness,  and  we  are 
going  to  need  all  of  these  workers  in  this  economy. 

There  are  those  workers  who  are  left  out.  Clearly,  more  workers 
than  not  move  on;  they  do  make  the  adjustment.  We  need  to  work 
with  those  at  greatest  risk  in  the  work  force  or  out  of  the  work 
force,  and  that  is  what  we  are  endeavoring  to  try. 

Senator  Harkin.  Thank  you  very  much. 

Thank  you,  Mr.  Chairman. 

Senator  Metzenbaum.  Thank  you  very  much.  Senator  Harkin. 
Senator  Adams. 

OPENING  STATEMENT  OF  SENATOR  ADAMS 

Senator  Adams.  Mr.  Chairman,  I  will  observe  your  admonition 
and  not  ask  questions.  I  just  would  make  the  observation  that  you 
indicated  that  the  work  culture  should  shift— it  seems  to  me  we 
have  a  voluntary  system  in  place  now,  and  that  we  ought  to  give 
this  cultural  system  a  little  shove  in  the  direction  of  making  it 
happen  rather  than  observing  what  presently  exists,  because  to  me, 
a  voluntary  system  is  what  we  have  got  now,  and  it  is  not  working. 

Thank  you,  Mr.  Chairman. 

Senator  Metzenbaum.  Thank  you  very  much.  Senator.  I  am  very 
h^ppy  that  you  saw  fit  to  join  us.  We  are  very  pleased  to  have  you. 

And  thank  you  very  much,  Mr.  Semerad.  Again,  I  v;ill  repeat 
what  I  said  before.  We  want  to  work  with  you;  we  want  to  get  this 
bill  and  put  it  to  bed  and  roll  on,  because  I  think  the  American 
work  force  and  the  American  economy  and  the  American  free  en- 
terprise system  needs  it. 

Mr.  Semerad.  Thank  you,  Mr.  Chairmen. 

Senator  Metzenbaum.  Thank  you. 

Our  next  witnesses  are  Morton  Bahr  and  Owen  Bieber.  I  would 
like  to  ask— we  have  five  more  witnesses,  and  we  are  not  going  to 
be  able  to  hear  them  all  today.  The  question  is,  can  any  of  them 
come  back  on  the  26th,  when  we  have  the  second  portion  of  this 
hearing  going  forward.  Senator  Simon  will  be  Chairman  on  that  oc- 
casion. I  know  that  Mr.  Bieber  and  Mr.  Bahr  are  both  from  out  of 
the  city,  and  so  I  cannot  ask  them  to  come  back  and  will  be  happy 
to  hear  from  you.  But  the  other  three  witnesses,  I  am  going  to  in- 
quire of  you  as  to  that  possibility. 

Mr.  Bieber. 
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STATEMENTS  OF  OWEN  BIEBER,  PRESIDENT,  UNITED  AUTO 
WORKERS  INTERNATIONAL  UNION,  DETROIT,  MI,  ACCOMPA- 
NIED  BY  DICK  WARDEN,  LEGISLATIVE  DIRECTOR;  AND 
MORTON  BAHR,  PRESIDENT,  COMMUNICATION  WORKERS  OF 
AMERICA,  AFL-CIO,  WASHINGTON,  DC,  ACCOMPANIED  BY  LOU 
OiBRBER,  LEGISLATIVE  STAFF 

Mr.  BiEBER.  Thank  you,  Mr.  Chairman.  I  will  try  to  read  my 
opening  statement  very  quickly. 

We  appreciate  the  opportunity  that  you  have  given  us  to  share 
the  views  of  the  UAW  on  S.  538. 1  have  with  me  today  our  Legisla- 
tive Director,  Dick  Warden,  and  we  ask  that  our  prepared  state- 
ment be  included  as  part  of  the  hearing  record,  and  I  will  try  to 
summarize  it  quickly. 

Senator  Metzenbaum.  Without  objection,  your  entire  statement 
will  be  included  in  the  record. 

Mr.  BiEBER.  On  behalf  of  the  one  million  active  UAW  members 
and  the  several  hundred  thousand  others  who  have  permanently 
lost  their  jobs  through  plant  closings  and  layoffs,  we  wish  to  thank 
the  Chairmen  of  both  Subcommittees  for  holding  this  joint  hearing 
on  S.  538. 

We  commend  you  and  your  colleagues  for  introducing  this  very 
critical  and  important  measure. 

As  you  know,  decisions  to  close  or  move  a  plant  or  to  permanent- 
ly cut  back  a  work  force  can  have  far-reaching,  profound  impacts. 
Yet  these  decisions  are  usually  made  behind  closed  board  room 
doors,  beyond  public  scrutiny  or  control,  based  solely  on  corporate 
economic  self-interest,  and  without  adequate  regard  to  the  enor- 
mous economic  and  social  costs  which  such  decisions  cr.n  impose  on 
others. 

As  a  trade  unionist,  Mr.  Chairman,  it  is  difficult  for  me  ever  to 
acknowledge  that  a  plant  may  have  to  close.  I  know  only  too  well 
the  terrible  human  costs.  Yet  I  recognize  that  in  a  dynamic  econo- 
my, change  is  essential,  and  some  plants  may  close. 

But  in  American  manufacturing  industries  today,  I  am  convinced 
that  far  too  many  plants  are  closing  unnecessarily.  Moreover,  even 
when  a  plant's  closing  may  be  justified,  the  tremendous  economic 
and  social  costs  it  imposes  should  be  shared  equitably. 

Government  has  a  duty  to  iiyect  social  responsibility  into  this 
process  and  protect  workers  and  communities  against  the  devastat- 
mg  consequences  of  economic  change. 

General  Motors  announcement  that  it  will  close  11  plants  em- 

gloying  29,000  workers  is  only  the  most  visible  example  of  what  is 
appening  to  millions  of  workers  throughout  the  economy.  Reces- 
sions, import  penetration  and  technological  change  all  have  taken 
a  severe  toll  m  jobs.  According  to  the  Bureau  of  Labor  Statistics, 
each  year,  1.5  million  workers  lose  their  jobs  in  plant  closings  or 
permanent  layoffs. 

The  most  extensive  government,  study  to  date  shows  that  no 
region,  industry,  or  sector  of  the  work  force  is  spared.  Contrary  to 
popular  misconceptions,  the  probkms  of  economic  dislocation  are 
not  confined  to  northern  industrial  States. 

S.  538  represents  an  important  first  step  towards  a  national 
policy  to  prevent  or  minimize  the  harmful  consequences  of  econom- 
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ic  dislocation.  Under  that  bill,  the  surprise  of  sudden  plant  closings 
and  permanent  layoffs  would  be  prevented  by  requiring  employers 
to  provide  advance  notice  ranging  from  90  to  180  days,  depending 
on  the  number  of  employees  affected  by  the  closing  or  substantial 
layoff.  Workers  would  also  have  an  opportunity  to  discuss  the  deci- 
sion, since  employers  would  be  required  to  consult  with  employees 
about  alternatives  to  a  closure  or  layoff.  Where  alternatives  could 
not  be  found,  there  would  be  some  time  and  a  program  to  help 
workers  and  communities  ac^just  to  the  permanent  job  loss. 

Notice,  mandatory  consultation,  and  an  adjustment  program  are 
an  important  down  payment  toward  a  national  policy  we  so  badly 
need  to  deal  with  economic  dislocation.  Indeed,  we  would  prefer 
that  the  period  of  notice  and  required  consultation  be  increased 
beyond  the  three  to  six  months  currently  being  proposed.  Twenty 
years  ago,  no  less  an  authority  than  former  Secretary  of  Labor 
George  Shultz  stated— and  I  quote  him— "There  should  be  at  least 
six  months'  and  preferably  a  year's  advance  notice." 

Moreover,  workers  who  permanently  lose  their  jobs  need  ade- 
quate levels  of  severance  pay,  health  insurance  and  other  fringe 
benefit  continuations,  transfer  rights,  mortgage/rent  assistance 
and  relocation  assistance. 

In  addition,  it  would  be  desirable  to  develop  an  early  warning 
system  which  would  allow  sources  of  potential  dislocation  to  be 
identified  early,  before  they  become  a  reality,  and  which  would 
trigger  appropriate  action  to  prevent  dislocation.  We  are  hopeful 
that  it  may  be  possible  for  some  of  these  concerns  to  be  discussed 
as  S.  538  makes  its  way  through  the  legislative  process. 

I  would  point  out  that  in  a  recent  Pastoral  Letter  issued  by  the 
U.S.  Conference  of  Catholic  Bishops,  that  the  rationale  for  legisla- 
tion such  as  S.  538  was  clearly  stated. 

It  is  not  only  labor  leaders  and  religious  leaders  who  offer  argu- 
ments in  support  of  advance  notice.  The  report  of  the  Secretary  of 
Labor's  Task  Force  on  Economic  A^'ustment  and  Dislocation, 
President  Reagan's  Q-Jmrnission  on  Industrial  Competitiveness,  and 
the  Office  of  Technology  Assessment  and  business  organizations 
such  as  the  Committee  for  Economic  Development  and  the  Confer- 
ence Board,  have  all  stressed  the  importance  of  advance  notice. 

Although  there  is  widespread  agreement  on  the  importance  of 
advance  notice,  very  few  workers  receive  adequate  notice  before 
they  lose  their  jobs. 

According  to  the  General  Accounting  Office,  fewer  than  one  in 
ten  blue-collar  workers  receives  more  than  90  days'  notice  of  a 
plant  closing  or  mass  layoff.  White-collar  workers  get  an  average  of 
two  weeks'  notice,  while  blue-collar  workers  receive  an  average  of 
only  seven  days.  And  it  should  be  pointed  out  that  blue-collar 
workers  in  non-union  establishments  receive  an  average  of  two 
days'  advance  notice. 

The  GAO  study  also  shows  that  very  few  workers  receive  place- 
ment or  financial  assistance  after  they  lose  their  jobs.  Only  one  in 
three  blue-collar  workers  receive  severance  pay  or  extension  of 
health  insurance.  Only  one  in  five  blue-collar  workers  is  offered  job 
search  assistance,  and  only  one  in  ten,  a  transfer  option  or  career 
counseling. 
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Finally,  I  want  to  state  for  the  record  my  opposition  to  several 
aspects  of  tha  Administration's  worker  reac^ustment  proposal.  In 
its  proposal,  an  employer  would  receive  a  $200  credit  per  employee 
against  State  unemployment  compensation  taxes  if  advance  notice 
is  given  before  a  plant  closing  or  mass  layoffs.  I  believe  this  ap- 
proach is  misguided.  Why  should  we  take  money  away  from  an 
ready  underfunded  unemployment  insurance  system— in  19£S,  only 
one-third  of  the  unemployed  received  unemployment  insurance 
benefits— and  use  that  money  as  an  incentive  to  entice  employers 
to  do  what  they  should  do  in  the  first  place? 

We  strongly  oppose  folding  the  Trade  Ac^ustment  Assistance 
jProgram  into  the  Worker  Adjustment  Program,  which  has  also 
been  proposed  by  the  Administration. 

I  think  notification,  consultation  and  the  ac^ustment  assistance 
proposed  by  S.  538  are  essential  beginnings  of  a  badly-needed  rja- 
tional  poliqr  and  should  be  adopted  without  unnecessary  delay. 

Mr.  Chairman,  in  the  interest  of  time,  let  me  say  we  apprecial^ 
very  much  this  opportunity  to  share  our  views  with  your  two  Sub- 
committees, and  of  course,  I  will  be  pleased  to  respond  to  any  ques- 
tions which  you  may  wish  to  raise. 

Senator  Metzenbaum.  Thank  you  very  much,  Mr.  Bieber. 

[The  prepared  statement  of  Mr.  Bieber  and  responses  to  ques- 
tions submitted  by  Senator  Metzenbaum  follow:] 
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STATEMENT  OF 
OWEN  BIEBER,  PRESIDENT 
INTERNATIONAL  UNION,  UAW 
BEFORE  THE 
SUBCOMMITTEE  ON  LABOR  AND 
SUBCOMMITTEE  ON  EMPLOYMENT  AND  PRODUCTIVITY 
OF  THE  SENATE  LABOR  AND  HUMAN  RESOURCES  COMMITTEE 

ON 

538      ECONOMIC  DISLOCATION  AND  WORKER  AD3USTMENT  ASSISTANCE  ACT 

MARCH  10,  1987 

Mr.  Chairman,  on  behalf  of  one  million  active  and  currently  employed 
UAW  members  and  the  several  hundred  thousand  members  who  have  permanently  lost 
th*»ir  jobs  through  plant  closings  and  layoffs,  I  wish  to  thank  the  Chairmen  of  both 
Subcommittees  for  holding  this  hearing  on  S.  538.  I  appreciate  this  opportunity  to 
submit  the  UAW*s  views  on  S.  538,  the  proposed  Economic  Dislocation  and  Worker 
Adjustment  Assistance  Act,  and  to  support  the  advance  notice,  consultation  and 
adjustment  assistance  provisions  of  this  bill. 

You  are  well  aware  of  the  personal  misery  for  workers  and  their  families, 
the  economic  and  social  costs  for  communities,  and  the  general  foss  to  the  economy 
created  by  corporate  decisions  that  result  in  permanent  dislocation.  Decisions  to  close 
or  move  a  plant,  or  to  permanently  cut  back  a  workforce,  have  far-reaching,  profound 
impacts.  Yet  these  decisions  are  often  made  behind  closed  board  room  doors,  beyond 
public  scrutiny  or  control,  based  solely  on  corporate  economic  self-interest,  and  without 
adequate  regard  to  the  enormous  economic  and  social  costs  which  such  decisions  can 
impose  on  others. 

As  a  trade  unionist,  Mr.  Chairman,  it  is  difficult  for  me  ever  to  agree  that 
a  plant  must  close.  I  know  only  too  well  the  terrible  human  cost.  Yet  I  recognize  that 
in  a  dynamic  economy,  change  is  essential  and  some  plants  may  close.  In  American 
manufacturing  industries  today,  however,  I  am  convinced  that  far  too  many  plants  are 
closing  needlessly.  Moreover,  even  when  a  plant  closing  may  be  justified,  the  tremendous 
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economic  and  social  costs  it  imposes  should  be  shared  equitably.  The  government  has 
a  duty  to  exercise  social  responsibility  and  protect  workers  and  communities  against 
the  devastating  consequences  of  economic  change. 

Instead  of  helping,  in  far  too  many  cases  government  policy  actually  makes 
the  problem  worse.  Examples  of  harmful  policies  include  a  federal  tax  code  that 
subsidizes  corporate  decisions  to  export  U.S.  workers*  jobs,  and  international  trcde 
policies  which  are  weak  and  ineffectively  enforced. 

Impact  on  UAW  Members  Has  Been  Devastating^ 

General  Motors*  announcement  that  it  will  close  II  plants  employing  29,000 
workers  Is  only  the  most  visible  example  of  what  is  happening  to  thousands  of  UAW 
members  in  auto,  agricultural  implement,  construction  machinery,  the  parts  supplier 
industry,  and  millions  of  other  workers  throughout  our  economy. 

The  hardship  faced  by  workers  who  lose  their  jobs  was  documented  by  a 
study  of  unemployed  Michigan  auto  workers  conducted  by  the  Social  Welfare  Research 
Institute  of  Boston  College.  More  than  100,000  Michigan  auto  workers  experienced 
permanent  or  indefinite  layoff  between  1979  and  1982.  By  the  summer  of  198^,  30 
percent  of  those  surveyed  had  not  been  recalled.  Among  those  still  on  layoff,  more 
than  half  were  unemployed  or  working  part-time. 

The  drop  in  Income  was  drastic.  By  the  last  month  of  layoff,  average 
weekly  income  for  an  individual  fell  61  percent.  Workers  not  only  experienced  a  major 
decline  in  income,  but  also  were  forced  to  use  up  their  life  savings.  Among  those  who 
had  any  savings,  more  than  ^0  percent  used  them  up  entirely  while  unemployed. 

To  make  matters  even  worse,  at  a  time  when  health  insurance  coverage 
was  desperately  needed,  coverage  was  lost.  Almost  one-third  of  the  auto  workers 
surveyed  had  no  health  insurance  coverage  whatsoever  at  some  time  during  their  layoff. 
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Some  workers  and  their  families  did  not  seek  needed  medical  care  because  they  could 
not  afford  it. 

As  for  those  who  managed  to  find  another  job,  65  percent  were  in  nonunion 
jobs.  Their  wages  were  on  average  19  percent  below  their  previous  wage  level  and 
fringe  benefits  had  been  dramatically  reduced.  Only  63  percent  of  those  reemployed 
were  receiving  health  insurance. 

Dislocation  is  a  National  Problem 

It  is  obviously  not  just  auto  workers  who  are  suffering.  The  number  of 
workers  who  have  been  victims  of  plant  closings  ar.d  permanent  layoffs  is  enormous. 
Recesshins,  import  penetration  and  technological  change  all  have  taken  a  severe  toll 
of  jobs.  According  to  the  Bureau  of  Labor  Statistics  (BLS),  each  year  1.5  million 
workers  lose  their  jobs  in  plant  closings  or  permanent  layoffs. 

The  most  extensive  government  study  to  date,  undertaken  by  the  Bureau 
of  Labor  Statistics,  shows  that  no  region,  industry,  or  sector  of  the  workforce  has  been 
spared.  Contrary  to  popular  misconception,  the  problems  of  economic  dislocation  are 
not  confined  to  northern  industrial  states.  In  fact,  from  1981  to  1986,  the  region  with 
the  highest  rate  of  dislocation  was  the  South  in  the  area  encompassing  Kentucky, 
Tennessee,  Alabama,  Texas  and  Oklahoma.  Other  regions  most  heavily  affected  are 
the  West  and  Midwest  (see  Table  1). 

Nearly  half  of  displaced  blue-collar  workers  were  jobless  more  than  half 
a  year,  with  one  m  five  experiencing  more  than  two  •  -sars  without  work.  Displaced 
black  workers  are  unemployed  twice  as  long  as  other  displaced  workers. 

Besides  the  financial  burden  of  lengthy  unemployment,  most  displaced 
workers  are  forced  to  take  jobs  at  lower  pay  and  often  are  only  able  to  find  part  time 
work.  Blue-collar  workers,  both  male  and  female,  earn  16  percent  less  in  their  new 
jobs.   Nearly  one-third  took  pay  cuts  of  more  than  25  percent.  Those  forced  into  new 
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occupations  or  industries  took  pay  cuts  of  25  to  30  percent.  Older  workers,  minorities 
and  those  less  educated  are  especially  hard  hit. 

At  a  time  when  plant  closings  and  economic  dislocation  have  increased, 
the  federal  government  has  cut  back  on  adjustment  assistance.  From  1978  to  1986, 
federal  expenditures  (in  constant  dollars)  for  training  and  employment  dropped  68 
percent.  During  this  same  period,  the  number  of  unemployed  increased  from  6.2  million 
in  1978  to  8.2  million  in  1986.  To  understand  the  actual  impact  of  the  budget  cuts  on 
the  ability  to  provide  employment  and  training  opportunities,  it  is  necessary  to  consider 
the  resom-ces  available  per  unempteyed  person.  In  1978,  the  federal  budget  provided 
almost  $1,260  per  unemployed  person  for  employment  and  training.  By  1983,  this 
amount  had  fallen  to  $262.  This  represents  a  79  percent  decline  in  resources  per 
person.  According  to  the  Office  of  Technology  Assessment,  the  level  of  federal  financing 
today  serves  only  5  percent  of      dislocated  workers. 

Uck  of  National  Policy  Has  Put  Burden  on  Collective  Baryiaining 

In  the  absence  of  a  responsible  public  policy,  much  of  the  burden  for 
dealing  with  plant  closings  and  permanent  job  loss  has  fallen  to  the  labor  movement. 
In  the  case  of  plant  closings  with  major  employers,  the  UAW  has  been  able  to  mitigate 
somewhat  the  consequences  by  negotiating  a  variety  of  important  job  and  income 
security  provisions.  At  some  major  companies  we've  been  able  to  negotiate  joint  union- 
company  training  programs  to  help  dislocated  workers  qualify  for  and  find  new  jobs. 

In  addition,  the  UAW  has  established  community  services  committees,  with 
trained  union  counselors,  in  local  unions  throughout  the  country  to  help  members  cope 
with  personal  and  emotional  problems.  If  there  has  been  sufficient  notice,  counselors 
are  able  to  provide  an  assessment  of  the  short-term  and  long-range  needs  of  affected 
workers  on  such  matters  as  family  budget  adjustments,  mortgage  foreclosure,  and  family 
counseling. 
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Although  our  efforts  have  given  some  help  to  UAW  members  who 
permanently  lost  jobs,  it  isn't  enough  and  does  not  reach  everyor.*  who  needs  help. 
Seldom  can  we  negotiate  sufficient  protection  to  enable  the  worker  to  make  an  orderly, 
low-trauma  transition  to  a  new  job.  In  many  of  our  collective  h^rga'ning  agreements, 
the  company's  economic  condition  has  not  even  permitted  lintited  protections.  Moreover, 
the  millions  of  unorganized  workers^  in  our  country  do  not  have  the  benefit  of  a  union 
contract. 

The  problem  of  economic  dislocation  goes  beyond  what  can  be  accomplished 
through  collective  bargaining.  Addressing  the  problem  requires  compiehensive 
governmental  action.  A  truly  comprehensive  approach  to  plant  closings  and  economic 
dislocation  would  entail  an  active  trade  policy  as  reflected  in  S.  W7,  S.  W8  and  S.^99. 
These  bills  propose  specific  steps  to  reduce  the  ballooning  trade  deficit  and  define  the 
denial  of  workers'  rights  abroad  as  an  unfair  trade  practice.  We  al50  need  an  industrial 
policy  that  has  as  its  goal  a  diversified,  balanced,  fully-employed  economy. 

S.  53S  An  Important  StPp 

5.  538,  the  proposed  Economic  Difbcation  and  Worker  Adjustment 
Assistance  Act,  represents  a  necessary  step  toward  a  naiiohal  policy  to  prevent  or 
minimize  the  harmful  consequences  of  economic  dislocation.  Under  S.  538,  the  surprise 
of  sudden  plant  closures  and  permanent  ayoffs  would  be  prevented  by  requiring  employers 
to  provide  advance  notice  ranging  from  90  to  180  days  depending  on  the  number  of 
employees  affected  by  the  closing  or  layoff.  Workers  would  also  have  an  opportunity 
for  input  into  the  decision  since  employers  would  be  required  to  consult  with  employees 
about  alternatives  to  a  closure  or  layoff.  Where  alternatives  cannot  be  found,  there 
would  be  some  time  and  an  adjustment  program  so  workers  and  communities  can  adjust 
to  the  permanent  job  loss. 
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Based  upon  the  recommendations  of  Secretary  of  Labor  Brock's  Plant 
Closing  Task  Force,  S.  538  provides  for  the  creation  of  a  federal  displaced  worker  unit 
in  the  Department  of  Labor.  This  unit  would  coordinate  and  expand  education,  training 
and  reemployment  assistance.  The  bill  also  requires  that  each  state  set  up  rapid  response 
teams.  Upon  notice  of  a  closing  or  layoff,  the  rapid  response  team  would  visit  the 
plant  and  help  the  employer  and  workers  prepare  an  adjustment  program  that  would 
provide  counseling,  testing,  job  search  training  and  vocational  and  classroom  training. 
Income  support,  beyond  the  26  weeks  of  unemployment  insurance,  would  be  provided 
to  ti^ose  in  training  programs.  The  bill  would  allocate  $980  million  to  fund  the  program. 
This  is  four  times  the  amount  of  funding  currently  provided  for  adjustment  assistance. 

Notice,  mandatory  consultation  and  a  rapid  response  adjustment  program 
constitute  an  important  down  payment  toward  a  national  policy  we  so  badly  need  to 
deal  with  economic  dislocation.  Indeed,  we  would  prefer  that  the  period  of  notice  and 
required  consultation  be  increased  beyond  the  three  to  six  months  currently  being 
proposed.  Twenty  years  ago  no  less  an  authority  than  former  Secretary  of  Labor  George 
Shultz  stated,  "there  should  be  at  least  six  months"  and  preferably  a  year's  advance 
notice."  We  know  that  most  companies  make  their  decisions  to  close  a  plant  or 
permanently  cut  back  employment  months  or  often  years  in  advance.  Finding  alternatives 
to  such  decisions  made  so  long  in  advance  often  cannot  be  developed  within  three 
months.  Furthermore,  if  alternatives  cannot  be  found,  a  longer  period  of  notification 
will  increase  considerably  the  chances  that  workers  will  be  able  to  make  a  less  painful 
adjustment  to  their  job  ;oss. 

Moreover,  the  full  range  of  problems  growing  out  of  econotnic  dislocation 
cannot  be  solved  through  notification  and  consultation  requirements.  Workers  who 
permanently  lose  their  jobs  need  adequate  levels  of  severance  pay,  health  insurance 
and  other  fringe  benefit  continuation,  transfer  rights,  mortgage/rent  assistance,  and 
relocation  assistance    Circumstances  of  older  workers  mandate  special  protections. 
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Communities  need  assistance  to  offset  tax  losses  and  to  meet  increased  social  service 
needs.  These  are  just  some  of  the  problems  growing  out  of  dislocation.  In  addition, 
there  Is  need  to  develop  an  early  warning  system  N^hich  will  allow  sources  of  potential 
dislocation  to  be  identified  early  -  before  It  becomes  a  reality  ^  and  which  will 
trigger  appropriate  action  to  prevent  dislocation.  We  are  hopeful  that  it  may  be 
,  possible  to  discuss  some  of  these  concerns  as  S.  538  makes  its  way  through  the  legislative 
process. 

S.  538  proposes  three  demonstration  programs.  The  first  project  would 
authorize  worker  training  loans  of  up  to  $5,000  at  below  market  Interest  rates.  Ths 
second  project  would  authorize  selected  states  to  allow  dislocated  workers  who  wish 
to  start  their  own  business  to  continue  to  receive  unemployment  Insurance  benefits. 
The  third  project  would  authorize  public  works  employment  to  communities  where  there 
Is  high  unemployment. 

Mr.  Chairman,  we  are  opposed  to  the  first  demonstration  project.  Providing 
low  interest  loans  to  workers  to  pay  for  training  Is  not  an  adequate  substitute  for  a 
welWunded  federal  training  policy,  which  provides  training  and  education  for  dislocated 
workers. 

While  we  do  not  oppose  the  second  project,  I  do  question  whether  man- 
dislocated  workers  have  the  funds  necessary  to  start  their  own  businesses,  h  principle, 
we  support  the  third  project  of  public  job  creation,  but  I  do  not  believe  we  should 
limit  pay  to  the  minimum  wage  or  10  percent  above  welfare  or  unemployment  Insurance 
benefits. 

Administration  Plan  Prompts  Concent 

I  also  want  to  discuss  my  concerns  about  aspects  of  the  Administration's 
worker  readjustment  proposal.  In  its  proposal,  an  employer  would  receive  a  $200  credit 
per  employee  against  state  unemployment  compensation  taxes  if  advance  notice  is  given 
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before  plant  closings  or  mass  layoffs.  We  should  not  take  money  away  from  an  already 
underfunded  unemployment  insurance  system  (in  1986  only  one-third  of  the  unemployed 
received  unemployment  insurance  benefits)  and  use  It  as  an  incentive  to  entice  employers 
to  do  what  they  should  be  doing  as  a  matter  of  simple  human  decency. 


Experience  shows  that  incentives  don't  work.    In  Massachusetts,  firms 


which  receive  financial  assistance  from  state  agencies  must  agree  to  accept  certain 
voluntary  standards  of  corporate  behavior  which  include  advance  notice  of  plant  closings. 
Yet  data  from  the  BLS  show  that  in  fully  one-half  of  all  plant  closings  In  .Massachusetts 
in  the  last  six  months  of  1985,  no  advance  notice  was  given.  Clearly  we  need  legislation 
requiring  advance  notice. 

We  strongly  oppose  another  proposal  in  the  Administration's  package.  That 
Is  the  recommendation  that  trade  adjustment  assistance  be  folded  into  the  Worker 
Adjustment  Program.  At  a  time  when  the  crade  deficit  is  at  record  levels  it  makes 
little  sense  to  eliminate  the  only  progran'  that  compensates  workers  who  have  lost 
their  jobs  due  to  government  trade  policy. 

Notice  nlki  Consultation  Is  Humane  and  Ecor.ynIcally  Efficient 


In  the  recent  Pastoral  Letter  issued  by  tbt  U.S.  Conference  of  Catholic 


Bishops,  entitled  Catholic  Social  Teaching  and  the  U.S.  Economy,  the  rationale  for 
legislation  such  as  S.  538  was  clearly  stated: 


"When  companies  are  considering  olant  closures  or  the 
movement  of  capital.  It  is  patently  unjust  to  deny 
workers  any  role  in  shdping  the  cvtcome  of  these 
difficult  choices  ...  The  capital  at  the  disposal  of 
management  is  in  part  the  product  of  th<  labor  of 
those  who  have  tolled  In  the  company  over  ihe  years. 
Including  currently  employed  workers.  At  a  minimum, 
workers  have  a  right  to  be  informed  in  advance  when 
such  decisions  are  under  consideratlr/n,  a  right  to 
negotiate  with  management  about  possible  alternatives, 
and  a  right  to  fair  compensation  and  assistance  v/lth 
retraining  and  relooition  expenses  should  these  be 
necessary." 
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Nor  is  it  only  labor  leaders  or  religious  leaders  who  offer  arguments  in 


support  of  advance  notice.  The  report  of  the  Secretary  of  Ubor's  Task  Force  on 
Economic  Adjustment  and  Dislocation  stresses  that  "advance  notification  is  an  essential 
component  of  a  successful  adjustment  program."  The  Office  of  Technology  Assessment 


•The  best  time  to  start  a  project  for  displaced  workers 
Is  before  a  plant  closes  or  mass  layoffs  begin;  advance 
notice  makes  early  action  possible  —  although  it  docs 
not  guarantee  it.  Some  of  the  advan'f*ges  of  early 
warning  are  i)  it  is  easier  to  enroll  wc^ers  in 
adjustment  programs  before  they  are  laid  olf;  2)  It  is 
easier  to  enlist  managers  and  workers  as  active 
participants  in  displaced  worker  projects  before  the 
closing  or  layoff;  3)  with  time  to  plan  ahead,  services 
to  workers  c -rt  be  ready  at  the  time  of  layoff,  or 
before;  and  ^)  with  enough  lead  time,  It  Is  sometimes 
possible  to  avoid  layoffs  altogether.** 

President  Reagan's  own  Commlsston  on  Indusr/ial  Competitiveness  clearly 


recognized  the  Importance  of  early  notification  of  plant  closings  and  other  permanent 
job  loss  and  the  serlcu*  harm  caused  by  failure  to  provide  it.    The  Commission 


"Where  possible,  early  identification  of  the  worker  to 
be  displaced  should  be  encouraged.  Delay  In  Identifying 
these  Individuals  directly  contributes  to  prolonging  the 
adjustment  process  —  a  process  already  made  difficult 
by  the  Individual's  denial  of  the  problem,  lack  of  job 
search  skills,  and  absence  of  alternative  job  or 
occupation  at  a  comparable  wage.  Employers  should 
be  urged  to  provide  early  notification  of  plant  closings, 
and  joint  public-private  efforts  providing  prelayoff 
assistance  (such  as  those  authorized  by  3TPA)  should 
be  emphaslied." 

Recent  reports  by  business  organizations  such  as  the  Conference  Board 


and  the  Committee  for  Economic  Development  also  point  out  the  Importance 


states: 


recommended 


that: 


notice: 
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**Companies  should  provide  as  much  notice  as  possible 
of  decisions  affecting  iobs«  particularly  in  cases  of 
plant  closings,  work  transfers,  or  automation.  Advance 
notice  allows  employees  the  time  to  adjust,  and 
management  the  time  to  plan  and  implement  business 
moves  in  a  way  that  minimizes  hardship.  Companies 
'  ould  also  take  steps  to  notify  the  local  community 
and  state  agencies  of  pending  plant  closings  in  order 
to  allow  time  for  a  coordinated  response.  (Committee 
for  Economic  Development,  Work  and  Change;  Labor 
Market  Adjustment  Policies  in  a  Competitive  World. 
19865     ' 


"Both  survey  and  interview  participants  note  that 
advance  notice  Is  beneficial  to  employees  and  is  an 
essential  element  in  a  plant  closure  program  ...  Notice 
is  also  critical  because  a  functioning  plant  is,  perhaps, 
the  program*s  single  most  important  resource." 
(Conference  Board,  Company  Programs  to  Ease  the 
Impact  of  Shutdowns,  1986) 


Few  Workers  Receive  Advance  Notice  or  Placement  Assistance 

Despite  widespread  agreement  on  the  importance  of  advance  notice,  very 
few  workers  receive  adequate  advance  notice  before  they  lose  their  jobs.  According  to 
a  comprehensive  survey  by  the  General  Accounting  Office  (GAO),  less  than  one  in  ten 
blue-collar  workers  receive  more  than  90  days  notice  of  a  plant  closing  or  mass  layoff. 
The  GAO  survey  found  that  30  percent  of  employers  gave  no  individual  notice  to  blue- 
collar  workers  and  another  3U  percent  gave  two  weeks  or  less.  White-collar  workers 
get  an  average  of  two  weeks  notice  while  blue-collar  workers  receive  an  average  of 
only  seven  days.  Blue-collar  workers  in  nonunion  establishments  receive  an  average  of 
two  days  advance  notice  (see  Table  2).* 

The  GAO  study  also  shows  that  very  few  workers  receive  placement  or 


Despite  claims  of  employers  that  advance  notice  is  an  increasingly  common 
practice,  evidence  Indicates  that  the  percent  of  workers  receiving  less  than'  two 
1^  iq^a"°^*^^  ""^^^  limited  improvements  in  over  50  years. 

J?  National  Industrial  Conference  Board  issued  a  study  titled  Lay>off 

and  Its  Prevention.  Acccording  to  this  study  in. 1930,  79%  of  industrial  workers 
received  less  than  two  weeks'  advance  notice.  In  1983-8(^  according  to  the  GAO, 
6tt%  of  blue  collar  workers  received  less  than  two  weeks'  notice. 
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financial  assistance  after  they  lose  a  job.  Only  one  in  three  blue-collar  workers  receive 
severance  pay  or  extension  of  health  insurance.  Only  one  in  five  blue-collar  workers 
is  offered  job  search  assistance  and  only  one  in  ten  a  transfer  option  or  career  counseling 
(see  Table  3). 


can  be  expected  that  some  of  those  in  the  business  community  will  argue  against 
mandatory  notice.  In  the  past,  opponents  have  argued  that  each  business  is  unique  and 
that  a  mandated  notice  requirement  does  not  recognize  that  diversity.  They  further 
have  argued  that  an  advance  notice  requirement  will  cause  business  to  lose  key  employees 
and  access  to  credit.  Others  have  complained  about  a  fear  of  sabotage  or  reduced 
work  effort. 


a  rationale  for  flexibility  in  the  administration  of  a  notice  requirement  and  not  an 
argument  against  a  notice  requirement  per  se.  The  fear  of  losing  key  employees  can 
be  handled  by  means  of  "stay  bonuses"  or  other  incentives  to  employees. 

Regarding  loss  of  access  to  credit,  it  is  difficult  to  believe  that  lenders 
are  not  already  fully  aware  of  the  financial  status  of  their  borrowers.  Moreover,  the 
GAO  study  points  out  that  less  than  one  in  ten  establishments  experienced  a  bankruptcy 
or  financial  reorganization  prior  to  a  closure  or  layoff.  A  financial  emergency  is  the 
cause  of  a  relatively  small  proportion  of  all  business  shutdowns  or  permanent  layoffs. 

Fear  of  sabotage  or  falling  productivity  after  notice  is  given  is  also 
unfounded.  The  Conference  Board,  after  studying  six  closings  in  great  detail,  commented: 
"All  industrial  plants  studied  noted  productivity  improvements  in  the  period  following 
the  closure  announcement." 

The  real  reason  most  companies  don't  give  advance  notice,  and  the  reason 
they  are  opposed  to  a  notice  requirement,  is  that  they  don't  want  to  face  pressure 
from  workers  and  communities.  Yet,  it  is  not  proper  behavior  to  intentionally  withhold 


Mr.  Chairman,  despite  clear  evidence  that  voluntarism  isn't  working,  it 


These  claims  are  unfounded.    The  "each  business  is  unique"  argument  is 
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information  simply  because  a  corporation  wishes  to  avoid  public  scrutiny  of  its  decision, 
or  public  pressure  to  cushion  the  impact  of  that  decision.  Such  behavior  has  no  place  in 
a  democratic  society. 

Almost  every  *  other  industrial  democracy  already  has  plant  closing 
legislation  stronger  than  S.  538.  And  yet,  the  hemorrhaging  of  American  jobs  to  the 
foreign  subsidiaries  of  the  same  companies  complaining  about  this  legislation  continues 
unabated.  Companies  which  shift  U.S.  jobs  to  countries  with  far  tougher  plant  closing 
laws  do  not  deserve  to  be  taken  seriously  when  they  complain  that  a  notice  requirement 
such  as  that  in  S.  538  would  be  intolerable  here. 


Alternatives  Can  Be  Found  When  Workers  Are  AUowed  Input 

Advance  notice,  followed  by  a  period  in  wliich  workers  can  offer 
alternatives  to  a  shutdown,  can  prevent  a  plant  from  closing. 

One  such  case,  which  we've  reported  on  at  other  times  but  deserves 
mention  here,  involved  General  Motors.  In  the  summer  of  1982,  General  Motors 
announced  that  it  would  close  its  Rochester  Products  Division  in  Tuscaloosa,  Alabama. 
According  to  GM,  the  plant  was  no  longer  profitable.  Rather  than  accept  the  closure 
as  the  only  course  of  action,  the  local  union  immediately  began  working  on  ways  to 
save  the  plant.  The  University  of  Alabama  joined  in  this  effort,  and  together  with 
the  UAW  and  GM,  became  part  of  an  innovative  three-year  tripartite  agreement  to 
save  the  Tuscaloosa  plant  from  closing. 

Under  the  agreement,  methods  were  jointly  developed  for  lowering  the 
plant's  operating  costs.  3ust  eight  months  into  the  project,  the  cost  savings'  target 
was  achieved.  Shortly  thereafter,  GM  announced  plans  for  a  $1*  million  investment 
in  new  equipment  for  the  plant. 

Another  example  of  a  plant  saved  from  closing  involved  DetrOiw  Forge,  a 
plant  of  the  Chrysler  Corporation.   The  plant -sVas  going  to  close  in  1982  unless  large- 
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scale  physical  conversions  were  made  to  the  facility.  UAW  skilled  trades  workers 
responded  by  developing  a  plan  for  renovation  and  conversion  which  they  proposed  doing 
themselves.  The  company  agreed  to  the  plan  and  the  skilled  trades  workers  set  out 
to  modify  forge  presses,  rebuild  machinery,  and  renovate  buildings.  The  entire  job  of 
renovating  was  done  while  pi'bduction  was  kept  running  in  the  rest  of  the  facility. 

The  Tuscaloosa  and  Detroit  Forge  plants  are  concrete  examples  that  there 
are  alternatives  to  plant  closings  and  permanent  layoffs  when  concerned  parties  commit 
themselves  to  work  together.  The  successful  efforts  to  save  GM's  Rochester  Products 
Division  and. Chrysler's  Detroit  Forge  plant  show  that  a  big  corporation  can  make  a 
plant  closing  decision  based  on  incorrect  or  incomplete  information  and  without 
adequately  considering  alternatives.  It  shows  that  some  plants  slated  for  closing  are, 
in  fact,  viable.  In  the  absence  of  a  public  policy  requiring  advance  notice  and 
consultation,  however,  the  opportunity  to  save  troubled  but  potentially  viable  plants  is 
available  only  in  a  minority  of  cases.  Such  outcomes  should  not  be  left  to  chance. 
The  notification  and  consultation  requirements  proposed  by  S.  538  would  provide  a  far 
greater  opportunity  than  presently  exists  to  assure  that  these  opportunities  can  be 
investigated. 

The  Time  to  Act  is  Now 

Notification,  consultation  and  the  adjustment  assistance  proposed  by  S. 
538  are  essential  beginnings  of  a  badly  needed  national  policy.  They  should  be  adopted 
immediately.  For  more  than  a  decade,  we  have  been  making  the  case  for  plant  closing 
legislation.  The  business  community,  often  while  recognizing  the  importance  of  advance 
notice,  has  always  opposed  plant  closing  legislation  promising  that  they  would  provide 
notice  and  adjustment  assistance  on  a  voluntary  basis.  Nonpartisan  studies  by  the  GAO 
and  BLS  now  demonstrate  conclusively  what  we  have  always  believed:  Workers  receive 
little  notice  of  plant  closings  and  few  receive  placement  or  financial  assistance  in  the 
adjusl.v*?nt  process. 
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In  the  last  Congress,  a  mild  plant  closing  bill  was  introduced  in  the  House 
of  Representatives.  The  Secretary  of  Labor  urged  that  the  bill  be  defeated  pending 
his  appointment  of  a  task  force  to  study  the  problem.  The  task  force  has  issued  its 
report.   In  the  words  of  the  task  force  report: 

"Worker  displacement  is  a  problem  that  will  not  simply 
disappear  if  nothing  is  done...  The  problem  is  of 
sufficient  magnitude  and  urgency  that  it  demands  an 
effeaive  coordinated  response  with  special  priority  by 
both  the  pcMic  and  private  seaors." 

Mr.  Chairman,  S.  538  is  an  important  first  step  in  addressing  this  problem. 
The  UAW  strongly  supports  the  advance  notice,  consultation  and  adjustment  assistance 
provision  of  this  important  legislative  proposal,  and  we  commend  you  and  your  colleagues 
for  introducing  it.  We  are  grateful  to  both  Subcommittees  and  the  two  Chairmen  for 
giving  us  the  opportunity  to  share  with  you  the  views  of  the  UAW  on  this  critical 
legislative  issue. 

*     *  » 
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Morch  25,  1987 


•  Tt»M(N  »  VOKICH 


Mr.  AI  Cocozzo 

Counsel,  Lobor  Swbcommltte<; 

Committee  on  Lobor  and  Huixn  Resources 

United  Stotes  Senote 

Washington,  OXT.  20510-6300 

Oeor  Mr.  Cocozzo: 

This  Is  In  response  to  your  letter  of  Morch  16,  1987. 

The  following  ore  answers  to  Senotor  Metzenboum's  two  questions  concerning  my 
stotement  b<ifore  the  Lobor  Subcommittee  hearing  on  worker  dislocotlon  on  March  10, 
1987: 

1.  Consultotlon  Is  Imp«'tont  becouse  If  given  a  chance  workers  con  off<r  alternotlves 
to  a  shutdown.  As  I  sold  In  my  stotement  -  I  mentioned  a  General  Motors  plwt 
In  Tuscolooso,  Alobomo  ond  Detroit  For9c,  a  plont  of  the  Chrysler  Corporotlon 
—  In  the  UAW  we've  hod  severol  coses  where  plants  were  scheduled  to  close  but 
after  consulting  with  workers,  plans  were  developed  which  scved  the  plwts.  The 
foct  Is  thot  some  plants  ore  slated  for  closing  tbot  ore  potentlotly  vldbte.  In  the 
obsence  of  a  public  policy  re<jjlrlng  odvooce  notice  and  consultotlon,  however,  the 
opportunity  to  $ove  troubled  but  potentlolly  viable  plants  will  be  lost  In  mony  cases. 

Even  If  alternatives  to  a  closing  ccnnot  be  found,  consultotlon  Is  needed  to  ossure 
thot  compony,  worker  ond  community  represent otives  work  together  to  provide 
timely  ond  effective  adjustment  otslstonce  to  disptoced  workers. 

2.  The  evidence  Indicotes  that  odvorvce  notice  ond  consultotlon  do  not  hurt 
productivity.  The  Conference  Boord  after  studying  six  closings  In  great  detoll 
noted:  "All  Industrlol  plants  studied  noted  productivity  Improvements^  In  the  period 
following  the  closure  announcement.**  I  hove  not  seen  ony  evidence  tbot  odvonce 
notice  and  consultotlon  contribute  to  financial  Instobltlty.  Moreover,  os  the  Generol 
Accounting  Office  hos  pointed  out,  dire  flnonclot  emergency  Is  the  couse  of  only 
a  smoM  proportion  of  all  business  shutdowns  or  permonent  loyoffs. 

Sincerely, 


Owen  Bieber 
President 

OBcmId 
opelu49V05 

cc:  Senator  Metzenboum 
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Senator  Metzenbaum.  Mr.  Bahr,  we  are  very  happy  to  welcome 
you  here  this  morning.  It  is  nice  to  have  you  with  us. 

Mr.  Bahr.  Thank  you,  Mr.  Chairman  and  members  of  the  Com- 
mittee. 

I  have  with  me  Lou  Gerber,  a  member  of  CWA's  Legislative 

I  appreciate  the  opportunity  to  present  the  views  of  CWA  and 
the  700,000  workers  whom  we  represent.  For  too  long,  the  United 
States  has  lacked  a  comprehensive  strategy  for  dealing  with  the 
growing  problem  of  business  closings  and  mass  layoffs. 

As  a  result,  two  million  Americans  lose  their  jobs  permanently 
each  year,  due  to  companies  either  shutting  their  doors  or  engag- 
ing in  large-scale  dismissals. 

The  irony  of  the  rush  to  close  plants  and  lay  off  employees  is 
that  only  a  small  percentage  of  such  business  terminations  involve 
bankruptcy  or  financial  insolvency.  In  many  cases,  already  success- 
ful companies  are  simply  shutting  one  facility  and  moving  to  a  new 
location  in  pursuit  of  greater  profit. 

A  false  myth  holds  that  business  closings  are  a  "rust  belt'*  or 
Northeast/Midwest  phenomenon.  In  a  recent  year,  however,  the 
"sun  belt'',  high-tech  State  of  California  lost  the  most  jobs  due  to 
company  shutdowns.  Similarly,  the  "sun  belt"  State  of  North  Caro- 
lina suffered  the  most  plant  closings. 

In  the  case  of  workers  in  the  telecommunications  industry,  the 
skilled  craftspersons  who  have  permanently  lost  their  jobs  are  the 
cream  of  the  American  work  force.  Yet,  even  wage-earners  with 
the  protection  of  a  strong  union  contract  can  be  suddenly  trans- 
formed into  vagabonds  who  drift  into  the  backwaters  of  American 
society  due  to  the  economic  upheaval  caused  by  the  loss  of  a  job. 

Mr.  Chairman,  the  MCI  Corporation,  the  nation's  second-largest 
long-distance  company,  recently  announced  a  nationwide  mass 
layoff  that  provides  a  chilling  case  study  demonstrating  the  need 
for  remedial  Federal  legislation. 

Three  weeks  before  Christmas,  MCI  abruptly  dismissed  2,600  em- 
ployees—about 15  percent  of  its  work  force. 

In  Southfield,  Michigan,  a  suburb  of  Detroit,  200  MCI  sales  repre- 
sentatives experienced  the  worst  aspects  of  a  sudden  business  clos- 
ing. On  Tuesday,  December  2nd,  the  entire  MCI  work  force  at 
Southfield  was  told  by  management  to  report  the  next  day  to  one 
of  six  motels  in  the  area,  rather  than  to  come  to  work,  with  no  ex- 
planation for  the  deviation  from  normal  procedure.  When  the  em^ 
ployees  assembled  at  the  six  scattered  sites  the  next  day,  MCI  man- 
agers informed  them  that  they  no  longer  had  jobs  as  of  that 
moment.  The  workers  were  paid  on-the-spot  and  instantly  termi- 
nated. 

Of  special  interest— the  employees  at  the  Southfield  facility  had 
close  ties  to  our  union.  The  m^gority  of  the  MCI  sales  representa- 
tives had  signed  authorization  cards  for  union  representation  elec- 
tions, and  CWA  had  filed  a  request  with  the  NLRB  for  such  an 
election  ten  days  before  the  workers'  jolting  dismissal.  The  election 
would  have  been  the  first  vote  for  a  union  ever  conducted  involving 
MCI  employees. 
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'  Mr.  Chairman,  C!WA  commends  you  and  the  other  sponsors  of 
S.  538  for  offering  a  coordinated  approach  to  the  problem  of  busi- 
ness closings  and  mass  layoffs. 

It  is  common  for  a  new  business  entering  the  community  to  meet 
with  community  leaders.  Plans  as  to  how  the  new  busmess  can 
benefit  the  community  are  discussed.  There  is  a  lot  of  labor-man- 
agemenfc^ommunity  cooperation.  Why  not  the  same  process  when 
the  business  leaves  that  community? 

It  is  important  to  be  aware  that  your  landmark  legislation  does 
not  give  workers  and  their  unions  any  veto  power  forbidding  a 
business  from  closing.  There  is  no  obligation  for  an  employer  to 
keep  an  ailing  facility  open.  Our  experience  is  that  advance  notice 
is  absolutely  critical  to  the  success  of  a  retraining  and  relocation 
program. 

I  would  like  to  share  with  this  Committee  two  experiences.  In 
our  collective  bargaining  in  1986,  CWA  and  AT&T  agreed  to  the  es- 
tablishment of  a  jointly-owned  nonprofit  corporation  called  the  Al- 
liance for  Employee  Growth  and  Development.  In  Springfield,  Mas- 
sachusetts, the  company  has  given  us  a  one-year  notice  of  the  clos- 
ing of  the  overseas  telephone  operator  facility  where  185  women 
are  employed.  With  the  advent  of  this  early  notice  and  the  arrival 
of  the  Alliance  on-the-scene,  with  nine  months  still  to  go,  30  per- 
cent of  those  185  employees  are  already  placed  in  other  jobs,  and 
there  will  be  a  certainty  that  not  a  single  one  of  those  employees 
will  be  laid  off  and  be  on  unemployment  compensation. 

To  contrast  that,  in  a  Western  Electric  location  in  Minneapolis, 
where  the  contract  required  a  one  week's  notice,  when  the  Alliance 
appeared  in  Minneapolis,  with  two  days  before  the  layoff,  all  they 
found  was  an  angry,  disinterested  laid  off  Vrork  forco.  It  took  four 
weeks,  while  people  were  unemployed,  while  the  family  upheaval 
took  place,  before  the  Alliance  could  get  the  interest  of  one-half  of 
those  laid  off  people.  So  the  advance  notice  is  absolutely  critical. 

In  addition  to  the  advance  notice  requirement,  the  legislation  re- 
quires a  second  si^ificant  component.  This  component  implements 
the  recommendations  contained  in  the  report  issued  by  the  Task 
Force  appointed  by  the  Secretary  of  Labor  to  examine  this  very 
problem. 

Senator  Metzenbaum.  Can  you  wind  up,  Mr.  Bahr? 

Mr.  Bahr.  Yes,  Senator.  We  fully  support  the  Task  Force  recom- 
mendations. The  bill  would  create  a  Displaced  Worker  Unit  in  the 
Department  of  Labor,  that  we  believe  is  absolutely  essential. 

Let  me  conclude,  Mr.  Chairman,  by  calling  to  your  attention  that 
my  Union  is  joining  the  United  Auto  Workers  and  several  other 
unions  in  launching  a  nationwide  campaign  to  raise  these  issues  to 
the  front  burner  of  public  awareness  and  debate.  We  are  calling 
this  "Jobs  with  Justice  in  America.'' 

"Jobs  with  Justice  in  America"  means  several  things  to  us. 
America's  labor  laws  have  not  significantly  changed  in  nearly  30 
years,  while  at  the  same  time,  our  economy  has  been  going  through 
drastic  change,  pur  trade  policies  clearly  do  not  reflect  the  new 
global  economy  in  which  American  workers  now  compete.  Business 
closings  and  massive  layoffs  have  created  greater  fear  and  job  inse- 
curity among  workers  and  their  families  than  at  any  other  time 
since  the  Great  Depression. 
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Throughout  the  campaign,  we  hope  to  expose  the  untold  story  of 
the  human  impact  these  very  serious  problems  are  having  on  work- 
ing people. 

^  In  conclusion,  CJWA  strongly  believes  that  the  Economic  Disloca- 
tion and  Worker  Adjustment  Assistance  Act  would  help  give  the 
competitive  edge  back  to  America. 

We  thank  you  for  the  opportunity  to  appear  here  today,  and  we 
wish  you  success  in  your  deliberations  and  urge  quick  passage  of 
this  legislation. 

(The  prepared  statement  of  Mr.  Beihr  and  responses  to  questions 
submitted  by  Senator  Simon  follow:] 
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Statement  of 
Morton  Bahr,  President 
Communications  Workers  of  America,  AFL-CIO 
Before  the  United  States  Senate 
Subcommittee  on  Labor 
and  the 

Subcommittee  on  Employment  and  Productivity 
March  10,  1987 


The  Communications  Workers  of  America  represents  nearly 
700,000  workers  employed  in  the  high  technology  and  public  service 
sectors  of  the  economy. 

Our  Union  strongly  supports  legislation  to  assist 
dislocated  wage  earners  and  provide  notice  and  consultation  before 
a  company  shuts  its  doors* 

"For  too  long,  the  United  States  has  lacked  a 
comprehensive  strategy  for  dealing  with  the  growing  problem  of 
business  closings  and  mass  layoffs. 

As  a  result,  two  million  Americans  lose  their  jobs 
permanently  each  year  due  to  companies  either  padlocking  their 
«jates  or  engaging  in  large-scale  dismissals.     Indeed,  during  the 
five-year  period  between  January,  1981  and  January,  1986,  an 
estimated  10,800,000  workers  were  sidelined  in  a  manner  that 
suggested  their  job  losses  would  be  permanent.    More  than 
5,000,000  of  these  wage  earners  had  accrued  at  least  three  years 
of  experience  with  the  businesses  that  let  them  go. 

Most  disturbing,  a  recent  study  by  the  General 
Accounting  Office  revealed  that  blue-collar  workers  receive  on 
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«vera<;e  a  mere  seven  days*  notice  before  their  companies  bolted 
nheir  doors  and  displaced  them.    The  sane  study  disclosed  that 
blue^collar  wage  earners  in  unionized  establishments  got  an 
average  of  two  weeks  notice  before  being  permanently  laid  off# 
compared  to  only  two  days  notice  in  non-union  companies.  The 
survey  found  that  onn  in  four  workers  received  no  advance  notice 
at  ally  learning  of  their  termination  the  same  day  they  lost  their 
jobs. 

'rhe  irony  of  the  rush  to  close  plants  and  lay  off 
employees  is  that  less  than  10  percent  of  such  business 
terminations  involve  ban.  ruptcy  or  financial  insolvency.     In  many 
case8#  already  successful  companies  are  simply  shutting  one 
facility  and  moving  to  a  new  location  in  greedy  pursuit  of  greater 
profit. 

CWA  commends  the  sponsors  of  this  bill  for  .offering  a 
coordinated  approach  to  dealing  with  this  serious  problem 
affecting  tens  of  thousands  of  American  workers.  Most 
significantly,  vt  appreciate  that  the  authors  of  the  legislation 
have  adopted  the  recommendations  of  Secretary  Brock *s  task  force 
which  call  for  a  program  of  services  to  dislocated  workers. 

The  worker  adjustment  services  incorporated  in  S.538 
take  this  measure  beyond  simply  requiring  plant  closing  pre- 
notification  and  answer  the  question  of  what  do  we  do  after  the 
plant  has  closed.    Of  course,  not  all  workers  are  employed  in 
plants.    Many  work  in  offices  and  other  workplace  settings  and  are 
just  as  affected  when  a  business  shuts  down. 
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CWA  is  looking  forward  to  working  with  the  Labor 
committee  to  help  enact  the  bill  and  with  the  Department  of  Labor 
in  its  implementation. 

Last  week,  l  spoke  to  your  colleagues  in  the  House  about 
H.R.  3,  the  comprehensive  trade  policy  legislation.    The  message  l 
brought  to  them  is  similar  to  the  one  that  I  bring  before  these 
panels. 

Too  many  people,  including  lawmakers,  think  of  the  trade 
issue  and  other  associated  problems  such  as  mass  layoffs  as 
problems  affecting  our  basic  industries  in  America's  so-called 
"Rustbelt."    Yet,  in  a  recent  year,  the  sunbelt  "high  tech"  state 
of  California  lost  the  most  jobs  due  to  company  shutdowns. 
Similarly,  the  sunbelt  state  of  -orth  Carolina  suffered  the  most 
plant  closings. 

President  Reagan  reinforced  another  false  myth  recently 
when  he  introduced  his  competitiveness  initiatives.  He 
specifically  singled-out  communications  technology  as  one  area 
where  "ve  are  still  a  leader  in  innovation,"  an  area  he  described 
where  "Ameri  ans  are  light  years  ahead  of  everyone," 

I'm  an  individual  who  is  involved  jn  the 
telecommunications  industry  on  a  daily  basis,  and  I  want  to  warn 
you  that  our  domestic  telecommunications  industry  is  being  eroded 
to  near  crisis  levels.     Indeed,  the  same  economic,  trade  and  tax 
policies  which  have  undermined  our  basic  industries  ^e  poised 
like  a  dagger  at  the  jobs  and  stability  of  America's  so-called 
"industries  of  the  future," 
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Most  tragic,  in  the  case  of  workers  in  the 
telecommunications  industry,  the  skilled  craf tspersons  who  have 
permanently  lost  their  jobs  are  the  cream  of  the  American 
workforce.    Yet  even  these  wage  earners,  without  the  protection  of 
a  strong  union  contract,  can  be  suddenly  transformed  into 
vagabonds  who  drift  into  the  backwaters  of  American  society  due  to 
the  economic  upheaval  caused  by  the  loss  of  a  job. 

The  reason  that  many  employees  whom  we  represent  have 
experienced  layoffs  is  that  our  telecommunications  and  other  "hi- 
tech"  industries  are  now  dominated  by  multinational  corporations 
which  conduct  business  from  around  the  world  as  easily  as  you 
conduct  business  from  your  offices  around  the  corner.    The  ability 
with  which  they  move  capital  and  technology  on  the  international 
scene,  close  plants  here  and  reopen  overseas  would  shock  y^.u. 

AT&T,  our  largest  unionized  employer,  no  longer  stands 
for  "American"  Telephone  and  Telegraph.     In  1985,  AT&T  closed  it's 
Shreveport,  La.,  plant  at  the  cost  of  4,000  jobs  and  re-opened  in 
Singapore,  it*s  first  foreign  manufacturing  plant.    And,  today, 
not  a  single  residential  telephone  is  "Made  in  America." 

I  know  this  was  a  difficult  decision  for  AT&T  managers. 
But  our  tax  laws,  cheaper  wages  paid  overseas  and  the  newly 
deregulated  telecommunications  environment  offered  thei..  .ittle 
choice  if  they  were  going  to  be  competitive. 

Most  recently,  a  similar  tragedy  struck  the  little 
Houston,  Texas  suburb  of  Katy.     Katy  has  a  population  of  about 
3,200.    Like  many  communities  whose  economy  is  based  on  oil,  Katy 
is  going  through  some  rough  times.     In  fact,  you  could  call  it  a 
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depression,  just  as  serious  as  the  Great  Depression  of  the 
1930s.    AT&T  has  a  sales  and  distribution  plant  in  Katy  that 
employs  about  500  people,  all  represented  by  CWA- 

This  facility  is  very  important  to  our  members  who  work 
there,  as  well  as  to  the  workers  who  provide  services,  public 
workers  whose  jobs  are  affected  by  the  tax  base,  businesses  and  so 
on.    Obviously,  the  loss  of  any  job  in  Katy,  regardless  of  the 
number,  has  a  serious  impact  on  the  total  community. 

In  September,  the  company  announced  that  the  entire 
operation  was  being  closed  and  that  all  500  workers  would  be  laid 
off.     In  addition  to  other  factors  there,  the  repair  business  is 
dropping.    The  Katy  work  is  being  transferred  to  Atlanta,  Chicago, 
Cleveland  and  Denver.    Other  layoffs  are  projected  in  similar 
plants  in  Seattle  and  Minneapolis. 

Texas,  and  Katy  in  particular,  will  be  hardest  hit. 
Yes,  these  members  do  have  contract  protections  and  the  union  is 
aggressively  asserting  their  contract  rights.    We  also  are 
pursuing  other  avenues  such  as  government  job  displacement 
assistance.    But  the  ripple  effects  of  this  plant  shut-down  will 
be  felt  at  every  level  of  the  economy  in  Katy,  and  by  every  worker 
and  business,  private  and  public  sector,  in  the  community. 

There  is  a  second  chapter  to  this  story,  one  which 
provides  a  clear  signal  of  the  current  philosophy  of  American 
business  and  its  implications  for  American  workers,  including  all 
CWA  members.    AT&T  is  noving  in  the  direction  of  what  Business 
Week  Magazine  calls  "The  Hollow  Corporation,**  companies  which 
import  foreign  products  for  sales  here,  or  which  merely  assemble 
components  .Tiade  overseas. 
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At  the  same  time  AT&T  announced  the  Katy  layoffs,  the 
company  also  announced  construction  of  a  new  manufacturing 
facility  in  Matamoros,  Mexico.    Again,  according  to  corporate 
managers,  a  few  supervisors  will  have  an  administrative  office  in 
Brownsville,  Texas,    The  Hatamoros  plant  will  manufacture 
component  parts  which  the  company  claims  it  does  not  now  make  and 
must  buy  on  the  open  market. 

These  component  parts  will  then  be  shipped  to  one  of  our 
manufacturing  plants  in  Mesquite,  Texas,  for  final  assembly.  But 
here's  the  hooker:    On  Friday,  September  19,  the  company  laid  off 
113  workers  at  the  Mesquite  plant. 

Obviously,  you  and  I  are  asking  the  same  question.  Why 
couldn't  AT&T  build  their  components  plants  in  the  USA  v/here 
American  workers  could  make  products  for  Ainerican  equipment? 
Then  Governor  of  Texas  Hark  White,  our  CWA  representatives  and 
local  government  c 'f icials  made  the  same  pleas,  but  their  requests 
fell  on  deaf  ears. 

In  fact,  AT&T  Chairman  James  Olsen  said  in  a  recent  Wall 
Street  Journal  article  that  one  area  of  future  business  expansion 
is  in  foreign  sales.    He  was  quite  blunt  in  stating  that  if  AT&T 
were  to  crack  a  large  overseas  market,  such  as  Japan,  the  company 
would  probably  build  manufacturing  plants  there  to  provide  the 
equipment.    The  results  would  be  no  American  jobs  and  few  benefits 
to  American  consumers. 

Keep  in  mind  that  before  1984,  telecommunications  was  a 
uniquely  American  industry.     In  1982,  for  example,  our  nation 
enjoyed  a  $200  million  surplus  in  our  balance  of  trade  in 
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telephone  and  telegraph  equipment  sales  and  our  telecommunications 
industries  held  the  promise  as  the  ''future  of  American 
compet  i  t  i  veness  • 

The  quality  of  our  products,  innovative  research  and 
worker  productivity  led  the  world*    America's  mostly  unionized 
telecommunications  workers  enjoyed  a  solid  middle-class  standard 
of  living  and  excellent  job  security.    Younger  Americans  newly 
entering  the  job  market  could  look  forward  to  unlimited 
opportunities  in  telecommunications  and  high-technology 
industries* 

But  the  breakup  of  the  Bell  System  in  1984  and 
deregulation  of  our  telecommunications  industry  was  undertaken 
without  a  single  thought  to  America's  trade  position  in  the 
telecommunications  or  high-technology  world  marketplace*    Not  a 
single  bilateral  or  reciprocity  trade  agreement  was  negotiated 
with  our  trading  partners  while,  virtually  overnight,  our  markets 
were  thrown  open  to  foreign  competition* 

Today,  not  a  single  rpsidential  telephone  is  "Made  in 
T^erica**'    In  1986,  we  estimate  our  trade  deficit  in  telephone  and 
telegraph  equipment  will  be  1,3  billion  dollars*    Our  exports  have 
remained  virtually  stagnant  while  imports  soared  from  600  million 
dollars  to  1*2  billion* 

America  will,  in  1986,  record  our  first  trade  deficit  in 
high  technology  products*    We  will  post  a  $4  billion  deficit 
compared  to  a  trade  surplus  of  27  billion  dollars  in  1980* 
Imports  of  high  technology  manufactured  goods  have  increased  by 
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nearly  three-fold,  from  28  billion  dollars  worth  in  1980  to  76 
billion  in  1986. 

Computer  makers  serving  the  military  are  now  more 
dependent  on  semiconductors  made  abroad  than  ever  before. 
Fujitsu's  merger  with  Fairchild  is  sending  Shockwaves  throughout 
the  U.S.  chip  industry  which  the  Joint  Chiefs  of  Staff  said 
recently  could  adversely  affect  national  security. 

The  Wall  Street  Journal  reports  tnat  Cray  Research 
Corporation,  which  makes  powerful  computers  for  the  military,  now 
is  having  difficulty  getting  semi-conductor  parts  from  one  of 
its  key  suppliers:    Hitachi.    Hitachi,  of  course,  also  competes 
with  Cray  in  the  supercomputer  market. 

E.  Patrick  HcGuire  of  New  York's  Conference  Board  warns, 
"Many  U.S.  military  suppliers  simply  cannot  cut  it  anymore  without 
a  lot  of  help."     In  addition  to  semiconductors,  he  also  cites 
optical  products. 

Hundreds'  of  thousands  of  jobs  have  disappeared  in  the 
telecommunications  industry  since  the  breakup  of  the  Bell  System 
in  1984.    And  current  trends  suggest  a  continuing  downsizing  in 
the  future.    These  are  jobs  in  skilled,  professional  and 
managerial  positions  for  which  high  school  and  college  graduates 
this  year  will  not  even  have  the  opportunity  to  submit  employment 
applications. 

Although  most  of  the  700,000  workers  represented  by  the 
Communications  Workers  of  America  are  employed  in  the 
telecommunications  inc!iustry,  we  also  represent  more  than  100,000 
government,  health  care  and  other  service  industry  workers.  They 
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have  discovered  that  Americans  traie  problems  affect  them  just  as 
deeply  as  any  manufacturing  worker. 

When  good-paying  jobs  are  lost  and  unemployment  remains 
at  consistently  high  levels,  a  ripplo  effect  is  felt  throughout 
our  economy  that  erodes  tax  bases  and  effects  all  businesses, 
large  and  small.    Today,  America's  massive  trade  deficit  is 
setting  off  a  tidal  wave  that  is  also  swamping  many  of  our  non- 
telecommuuications  workers. 

?fte  situation  for  non-union  workers,  who  do  not  have  any 
contract  protections,  is  even  worse.    The  most  heart-rending  and 
tragic  incident  in  the  telecommunications  industry  involving  mass 
layoffs  occurred  in  December  at  the  MCI  Corporation. 

Three  weeks  before  Christmas,  mci  dismissed  2,600 
workers  nationwide,  about  15  percent  of  its  workforce,  in  a  mass 
layoff  that  has  since  become  known  as  the  "MCI  Christmas 
Massacre."    I  want  to  give  you  one  example  of  how  this  layoff  was 
conducted.    This  story  is  about  200  MCI  sales  representatives  in 
Southfield,  Michigan,  a  suburb  of  Detroit. 

On  Tuesday,  December  2,  workers  were  given  individual 
notices  not  to  come  to  the  office  for  work  the  next  day.  instead, 
they  were  told  to  report  to  another  location.    This  was  before  the 
layoffs  were  announced  and  no  explanations  were  given  for  this 
deviation  from  normal  procedures.    But  the  workers  didn't  think 
very  much  about  these  instructions.    They  thought  they  might  be 
going  to  a  seminar  or  some  other  business  function. 

What  they  didn't  know,  until  they  showed  up  at  the 
address  they  were  given,  was  they  were  being  sent  to  a  motel 
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room.     In  fact,  the  workers  were  scattered  and  sent  to  six 
different  motels.    MCI  managers  were  waiting  in  the  rooms  for  them 
to  inform  them  that  they  no  longer  had  jobs.    Each  worker  was 
instantly  terminated  and  paid  on  the  spot.     In  addition,  armed' 
security  guards  were  posted  at  the  company's  property  at  the 
facility  to  prevent  any  worker  from  entering  the  building  after  he 
or  she  was  fired. 

Of  special  note  these  MCI  workers  had  developed  close 
ties  with  our  union.    A  majority  of  MCI  sales  representatives  had 
signed  union  authorization  cards  requesting  a  representation 
election.    CWA  had  filed  a  request  with  the  NLRB  for  an  election 
10  days  before  the  workers'  jolting  dismissal.    This  election 
would  have  been  the  first  union  representation  vote  ever  conducted 
involving  MCI  workers. 

We  are  trying  to  help  them  as  best  we  can.    But  without 
any  union  contract  protection,  we  are  limited  in  our  response. 

Enactment  of  this  legislation  would  support  our 
collective  bargaining  efforts  with  our  union  employers  while 
sending  a  message  to_companies  like  MCI  that  the  American  people 
expect  American  corporations  to  act  with  responsible  behavior. 
Billion-dollar  businesses  like  MCI  should  not  treat  their  workers 
like  Dixie  cups.    Beyond  rescuing  workers  and  their  communities 
from  the  economic  consequences  of  business  closings  and  permanent 
layoffs,  S.538  could  enhance  our  competitiveness.    The  bill 
recognizes  that  our  nation's  ability  to  compete  in  the 
international  marketplace  starts  with  the  skill  and  commitment  of 
experienced  workers. 
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CWA  also  believes  that  the  key  to  American 
competitiveness  rests  on  continuing  job  training  and  adult  educa- 
tion*   Along  those  lines,  we  negotiated  several  pioneering  job 
training  programs  in  our  collective  bargaining  agreements  last 
year* 

In  AT&T,  for  example,  we  negotiated  the  creation  of  a 
$21  million  non-profit  organization  called  '^The  Alliance  for 
Employee  Growth  and  Development,"    Under  this  program,  our  members 
will  be  eligible  to  receive  free  training  for  higher  paying  or 
different  job  skills  within  the  company*    They  can  also  receive 
free  education  for  any  occupation  they  may  want  to  pursue  outside 
the  company*     If  they  want  to  be  a  doctor,  or  a  lawyer  or 
bricklayer,  they  can  take  advantage  of  the  Alliance  programs. 

Similar  training  programs  have  been  negotiated  with 
Pacific  Telesis,  BellSouth  and  NYNEX*    We  are  proud  of  these 
training  programs  as  union-inspired,  union-demanded  and  union-won 
at  the  collective  bargaining  table*    These  programs  will  become 
important  demands  in  future  collective  bargaining  on  behalf  of  all 
our  members* 

We  would  like  to  consult  with  you  on  our  experiences  in 
these  programs  and  be  involved  in  the  development  of  the  Displaced 
Workers  Unit,  particularly  the  ways  in  which  it  will  impact  on  the 
telecommunications  industry* 

The  time  has  long  since  passed  for  our  government  to 
take  steps  to  relieve  the  tragic  impact  of  business  closings  and 
mass  layoff  of  workers  on  local  economies*    For  more  than  ten 
years,  Congress  has  debated  this  issue*    America's  unions  have 
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tried  to  address  this  problem  in  our  collective  bargaining 
agreements,  but  it  is  a  problem  that  can  only  be  resolved  through 
the  requirements  of  law  and  resources  of  our  national  government. 

With  regard  to  the  legislation,  CWA  also  wants  to  make 
clear  an  important  fact.    The  bill  does  not  give  workers  and  their 
unions  any  veto  power  forbidding  a  business  from  closing.  The 
legislation  would  only  require  an  employer  to  meet  and  consult 
with  worker  representatives.    There  is  no  obligation  for  an 
employer  to  keep  an  ailing  facility  open,    in  essence,  the 
legislation  is  an  extension  of  the  duty  to  bargain  in  good  faith. 

Morale  of  American  workers  is  at  an  all.^time  low.  No 
industry  or  job  is  safe  from  layoff.    The  basic  loss  of  job 
security  for  the  majority  of  American  workers,  both  union  and 
nonunion,  undermines  productivity  and  the  faith  of  workers  in  our 
economic  system.     S.538  presents  a  humane  and  reasonable  apptoach 
that  also  makes  good  business  sense.    The  bill  provides  practices, 
procedures  and  programs  to  let  workers  know  that  their  jobs  are  in 
danger  and  to  take  steps  to  put  them  back  to  work  as  productive 
citizens  as  swiftly  as  possible. 

Wo  wish  you  success  in  your  delibArations  and  urge  quick 
passage  of  this  legislation. 
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Question  to  Morton  Bahr  from  Senator  Paul  Simon 

Could  you  please  address  the  problems  of  dislocated  women  in 
your  organization* 

CWA  surveyed  its  dislocated  workers  in  April,  1986.  In 
response  to  that  survey,  we  were  able  to  identify  some  of  the 
unique  problems  of  dislocation  felt  by  women.    We  found  that 
women  were  30%  more  likely  to  remain  unemployed  longer  than 
men.    More  women  than  men  also  indicated  that  they  were 
working  on  a  temporary  or  part-time  basis  and  earning  less 
than  they  had  previously.    Among  all  dislocated  workers,  we 
found  that  78%  earned  less  at  their  current  jobs  then  they 
earned  with  AT&T. 

Our  dislocated  union  members  are  not  an  exception  to  the  demo- 
graphics of  the  1980s.     In  many  cases,  the  family  unit  depends 
on  two  income  earners  and  yet  is  tied  to  a  specific  region. 
The  lost  income  due  to  dislocation  of  the  women  wage-earner 
cannot  be  replaced  and  in  some  instances  hers  was  the  higher 
paid  of  the  two  jot-i  needed  to  sustain  a  middle-class  standard 
of  living.    Of  course,  when  a  female  heads  a  household  or  is 
the  sole  wage-earner,  the  loss  of  her  job  is  devastating.  The 
loss  of  her  job,  and  its  replacement  by  a  lower  paid  job,  can 
result  in  a  substantial  decline  in  the  standard  of  living  of 
her  family  even  if  it  is  a  two  wage-earner  'family. 

Dislocation  among  women  workers  in  rural  communities  leads  to 
particularly  distressful  situations  as  replacement  employment 
opportunities  are  even  rarer  than  in  urban  centers.  Further, 
replacement  employment  at  equal  levels  of  pay  rarely  occurs. 


Questions  to  Morton  Bahr  from  Senator  Howard  M.  Metzenbaum 

In  your  testimony,  you  discussed  specific  instances  of 
dislocation  in  telecommunications.    Do  you  have  any  data  on 
the  impact  of  plant  closings  on  the  communications  industry  in 
general  and  on  other  high-tech  industries?    What  geographic 
regions  are  most  hard-hit  by  the  loss  of  these  high-tech  jobs? 

CWA  has  experienced  substantial  dislocation  throughout  the 
country.    As  a  national  union  bargaining  with  national 
employers  dislocation  from  closings  in  our  industry  have  been 
nationwide.    Tl^e  latest  round  of  cutbacks  at  AT6T  focused  in 
six  cities  —  Los  Angeles,  New  York,  Miami,  Detroit,  Few 
Orleans,  and  Baton  Rouge.    Substantial  cuts  took  place  in  a 
second  tier  of  20  major  metropolitan  areas. 

My  sense  of  thoce  geographic  regions  hit  hardest  by  the 
cutback  in  Mgh-tcch.  in  general,  is  that  the  high-tech 
centers,  silicon  Valley,  Route  128  surrounding  B  ^ston  and  the 
Research  Triangle  in  North  Carolina  all  suffered  many  plant 
closings,    other  regions  aspiring  to  mirror  the  economic 
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success  of  Silicon  Valley,  suffered  proportionately.     It  is 
difficult  to  track  plant  closings  in  part  because  the 
Rcaganized  Labor  Department  simply  lacks  the  budget. 

He  are  especially  pleased  that  your  legislation  is  applicable 
to  office  closings,  as  well  as  "plant"  closings.     In  the 
service  sector,  employees  have  suffered  from  sudden  office 
closings  and  consolidations. 

0-    What  is  the  level  of  labor-management  cooperation  in  the 
industries  served  by  your  union  with  regard  to  worker 
adjustment  assistance?    How  would  the  displaced  worker  unit 
fit  into  the  current  structure? 

i^.    The  level  of  labor-management  cooperation  varies  tremendously. 
On  one  hand  we  are  able  to  negotiate  virtual  lifetime 
employment  security  for  employees  at  Pacific  Bell,  while  on 
the  other  HCI  can  close  a  major  office  in  Southfield,  Michigan 
(near  Detroit)  with  virtually  no  notice  to  its  employees.  The 
Southfield  story  bears  telling. 

MCI*s  behavior  toward  its  employees  at  Southfield  was 
despicable.    At  quitting  time  on  a  Tuesday,  MCI  told  its 
employees  to  report  the  next  day  to  one  of  six  motels  around 
the  city.    There,  in  small  groups  they  were  informed  that  th(iy 
were  terminated.    Those  that  wanted  to  return  to  work  and 
clean  out  their  desks  were  required  to  make  appointments  in 
fifteen  minute  intervals.    Those  that  didn't  need  to  return  to 
work  picked  up  their  last  check.    Those  that  did  return  to 
work  were  escorted  by  two  security  guards  to  their  desks  and 
then  escorted  back  out  of  the  building.    Contrast  that 
behavior  with  recent  one  year  no^ice  that  AT&T  gave  when  it 
closed  an  operation  in  the  Northeast.    With  sufficient  advance 
notice  we  have  been  able  to  reduce  the  major  layoff 
significantly  and  still  haven't  reached  the  termination  date. 
In  this  instance,  workers  have  been  retrained  or  cross  trained 
for  new  positions  and  others  have  found  new  jobs.    A3  AFL-CIO 
Secretary-Treasurer  Tom  Donahue  said,  "labor  is  willing  to 
cooperate. . .all  wo  need  is  a  management  partner." 

0«    Please  submit  demographic  data  on  your  union's  membership  to 
the  Committee. 

A.    Our  membership's  demographics  roughly  reflect  that  of  the 
nation.    Particularly  since  the  1974  ZKOC  consent  decree, 
employment  at  our  largest  employers  reflects  national  norms. 
Our  membership  is  approximately  551  female  and  we  are  one  of 
the  largest  unions  in  the  South. 
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Senator  Metzenbaum.  Thank  you  very  much,  Mr.  Bahr,  and 
your  full  statement  will  be  included  in  the  record. 

Unless  my  colleagues  find  some  objection,  I  am  going  to  suggest 
that  we  submit  such  questions  as  we  have  in  writing,  unless  some- 
body feels  that  that  would  be  unfair. 

Senator  Harkin. 

Senator  Harkin.  Mr.  Chairman,  I  just  want  to  thank  both  Mr. 
Bieber  and  Mr.  Bahr,  especially  for  the  examples  you  point  out  of 
what  you  can  actually  do  when  these  plants  threaten  to  close,  and 
that  you  can  actually  save  them  by  doing  things,  and  the  fact  that 
the  workers  have  a  role  to  play,  a  very  legitimate  and  good  role  to 
play,  m  perhaps  giving  business  some  ideas  on  how  they  mi^t 
make  their  plants  profitable  again. 

Mr.  Bieber.  Right.  In  my  full  text,  I  outline  two  specific  exam- 
ples there  that  I  would  urge  you  to  look  at. 

Senator  Harkin.  Good. 

Mr.  Bieber.  I  have  also  witnessed  situations  where  people  who 
are  working  in^  a  plant  are  tapped  on  the  shoulder  and  asked  to 
move  aside  while  people  come  in  and  move  the  presses  out,  and 
when  they  asked  where  the  press  was  going,  they  said,  "Never 
mind,  it  is  going  out  the  door."  I  had  this  happen  in  Saginaw, 
Michigan. 

I  had  another  experience  in  Mount  Clemens,  Michigan,  where 
people  went  on  vacation,  and  they  were  told  the  plant  was  shutting 
down  for  two  weeks.  One  of  the  maintenance  people  at  night  saw 
what  he  thought  might  be  a  fire  in  the  plant.  As  he  got  closer,  he 
noted  that  they  had  put  tarpaulins  over  the  windows.  So  he  went 
up  to  the  plant  to  peak  in,  and  he  discovered  that  the  management 
had  hired  outside  movers  to  come  in  and  dismantle  all  the  machin- 
ery, and  move  it  out  of  the  plant. 

I  might  also  say.  Senator,  in  that  case  in  Alabama  with  General 
Motors,  that  I  mentioned  in  my  written  statement,  it  is  interesting 
to  note  that  the  University  of  Alabama  discovered  that  someone  in 
management  simply  forgot  to  shut  off  the  air  conditioning  equip- 
ment and  the  lights  at  the  end  of  the  eight-hour  shift,  and  it  was 
costing  the  company  something  like  $1,400  a  week.  In  a  very  short 
period  of  time  we  rolled  up  a  savings  of  $14  million.  The  net  result 
was  that  General  Motors  reinvested  additional  money  in  that 
plant.  I  visited  that  plant  about  six  months  ago,  and  it  is  doing 
very  well. 

This  is  one  of  the  examples  of  why  you  need  advance  notice  and 
consultation  because,  I  must  tell  you,  many  times,  the  people  who 
sit  in  the  board  room— and  I  think  you  will  recognize  I  do  wear  a 
second  hat;  I  do  sit  on  the  Chrysler  Board  of  Directors,  so  I  get  a 
little  bit  of  exposure  to  that  side— make  decisions  based  upon  in- 
complete or  misleading  information. 

Mr.  Bahr.  If  I  may  make  one  comment.  Senator,  very  shortly, 
the  National  Academy  of  Sciences  will  release  a  commission  report, 
on  which  Doug  Fraser  and  I  are  the  two  labor  members,  that  will 
clearly  respond  to  the  point  Senator  Quayle  was  trying  to  make, 
and  .that  is  the  question  of  productivity  when  advance  notice  is 
given. 
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The  record  is  clear— productivity  not  only  is  not  diminished,  but 
the  morale  goes  up  and  productivity  increases  right  up  until  that 
facility  closes. 

Senator  Harkin.  Thankyou,  Mr.  Chairman. 

Senator  Metcenbaum.  liiank  you  very  much,  Mr.  Bahr  and  Mr. 
Bieber.  And  I  do  not  want  our  failure  to  question  you  orally  to  indi- 
cate a  lack  of  interest.  We  are  very  grateful  to  you  for  being  with 
us. 

Mr.  Bahr.  Thank  you. 

Mr.  BiKBKR.  We  understand  that,  and  we  thank  you. 

Senator  Simon.  While  they  are  leaving  and  the  other  witnesses 
come  up,  let  me  thank  Mr.  Bahr  and  Lou  Gerber  for  their  help  on 
a  bill  where  we  are  trying  to  get  telephone  service  to  7  million 
American  homes  that  do  not  have  it. 

Mr.  Bahr.  Thank  you.  Senator.  Let  us  not  give  up. 

Senator  Metzenbaum.  Next  we  have  Mr.  Doyle,  Mr.  Thieme  and 
Mr.  Irving.  Now,  I  know  Mr.  Irving  is  a  Washirigtonian,  so  I  am 
oing  to  ask  him  if  he  would  be  good  enough  to  come  back  on  the 
Cth,  when  this  hearing  will  continue  on  under  the  Chairmanship 
of  Senator  Simon. 

Mr.  Thieme  and  Mr.  Doyle,  I  do  not  know  whether  that  is  incon- 
venient for  you.  I  gather  the  26th  does  not  accommodate  to  your 
own  situation,  so  I  guess  we  will  hear  from  you. 

But  I  want  to  say  that  I  am  much-disturbed  that  we  are  hearing 
from  you  under  the  pressures  of  time,  and  I  have  to  say  to  rny  col- 
league who  is  not  with  us.  Senator  Quayle,  who  is  the  etrongest  ad- 
vocate of  some  of  the  positions  that  you  are  about  to  state,  that  I 
feel  bad  that  his  rather  extensive  questioning  of  Governor  Celeste 
really  did  impact  upon  our  ability  to  hear  you  fully. 

But  Mr.  Etoyle  and  Mr.  Thieme,  I  will  be  very  happy  to  hear 
from  you— but  you  should  understand  that  there  is  both  a  Republi- 
can and  a  Democratic  Caucus  at  this  time,  and  all  of  us  are  anx- 
ious to  be  there — we  should  be  there — please  be  good  enough  to 
make  your  remarks  as  briefly  as  possible,  but  we  are  grateful  to 
you  for  being  with  us. 

STATEMENTS  OF  FRANK  R  DOYLE,  SENIOR  VICE  PRESIDENT, 
GENERAL  ELECTRIC  COMPANY,  FAIRFIELD,  CT,  MEMBER  OF 
LOVELL  TASK  FORCE,  ON  BEHALF  OF  COMMiTiEE  FOR  ECO- 
NOMIC DEVELOPMENT;  AND  ALLAN  R  THIEME,  CHAIRMAN 
AND  FOUNDER,  AMIGO  SALES,  INC.,  BRID3EP0RT,  MI,  ON 
BEHALF  OF  U.S.  CHAMBER  OF  COMMERCE,  ACCOMPANIED  BY 
MARK  DE  BERNARDO,  MANAGER  OF  LABOR  LAW  AND  SPECIAL 
COUNSEL  FOR  DOMESTIC  POLICY,  AND  ROBERT  MARTIN,  MAN- 
AGER  OF  HUMAN  RESOURCES  DEVELOPMENT 

Mr.  DcYLE.  Thank  you.  Senator,  and  if  there  is  any  other  way  we 
can  participate,  we  will  be  glad  to  do  so. 
Senator  metzenbaum.  Thank  you. 

Mr.  Doyle.  Thank  you  for  the  chance  to  speak  today.  I  ask  that 
the  full  statement  be  included  in  the  record. 

Senator  Metzenbaum.  Without  objection,  it  will  be. 

Mr.  Doyle.  Having  been  on  both  the  CED  and  the  Labor  Depart- 
ment task  forces  on  worker  adjustment  issues,  my  conclusion  is 
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that  the  flexibihty  of  our  work  force  is  one  of  the  nation's  greatest 
competitive  assets,  and  also  the  key  to  our  successful  adjustment  to 
the  wrenckiing  changes  in  the  global  economy. 

I  believe  that  too  much  of  the  current  debate  focuses  on  the  fear 
of  change  and  not  enough  on  the  new  employment  opportunities 
bemg  created  and  the  new  skills  being  demanded.  Innovative  pro- 
grams are  needed,  and  fresh  ideas  of  public/private  sector  coopera- 
tion opened  up  to  facilitate  the  adjustment  process  for  displaced 
workers  toward  new,  productive  work  in  our  economy. 

The  danger,  in  my  view,  is  that  we  may  be  tempted  to  slow  the 
process  of  change  in  the  mistaken  belief  that  such  actions  will  miti- 
gate the  effects  on  people.  Legislation  that  would  impede  rather 
than  speed  the  adjustment  process  may  in  fact  cause  serious  harm 
to  employees  and  companies. 

I  want  to  whole-heartedly  support  a  bill  that  will  at  once  help 
people  affected  by  change  and  move  forward  the  process  of  change. 

I  enthusiastically  support  Title  I  of  this  bill.  It  is  far-seeing  in  its 
premises,  and  I  believe  it  will  make  a  m^or,  constructive  contribu- 
tion to  worker  adjustment.  The  provisions  proposed  under  this 
Title  embody  the  consensus  recommendations  of  the  Brock  Task 
Force,  based  on  our  central  conclusion  that  it  is  in  the  national  in- 
ter^t  to  foster,  through  public  and  private  means,  reemployment 
of  the  defined  population  of  worker  permanently  displaced  by  eco- 
nomic change. 

The  establishment  of  dislocated  worker  units  in  the  Department 
of  Labor  and  at  the  State  level,  and  the  creation  of  rapid-response 
teams  m  each  State  are  major  advances  in  providing  quality  serv- 
ices to  workers  affected  by  plant  closings  and  large  layoffs. 

Other  constructive  incentives  to  readjustment  are  the  provisions 
for  ensurmg  continued  eligibility  for  unemployment  compensation 
benefits  for  individuals  attending  education  and  training  programs 
rnider  the  Title. 

I  also  find  that  the  demonstration  programs  in  Title  III  are  inno- 
vative and  worth  trying.  We  may  find  some  important  success 
models  m  these  programs,  and  I  applaud  their  inclusion  in  this  bill. 

Taken  together,  I  believe  that  Titles  I  and  IE  represent  exactly 
the  kind  of  bold,  imaginative  steps  we  can  and  must  take  as  a 
nation  right  now— steps  for  which  there  is  an  urgent  new  consen- 
sus. 

That,  however,  is  not  the  case  when  it  comes  to  Title  II  in  the 
vereion  of  this  bill.  I  believe  that  the  mandatorv  advance  notice 
and  consultation  provisions  put  forward  hers  wilf  split  and  under- 
mine the  hard-won  Brock  Task  Force  consensus  on  worker  training 
and  adjustment.  That  consensus  not  only  provides  the  underlying 
strength  necessary  to  get  Titles  I  and  III  of  this  bill  passed,  but  it  is 
the  foundation  for  building  the  effective  tripartite  relationships 
that  will  make  this  legislation  work  if  it  becomes  law. 

Let  me  explain  my  views  as  to  why  I  do  hot  think  Title  II  will 
work. 

First,  the  issue  of  mandatory  notice.  The  bill  as  currer.  .  written 
seeks  to  impose  a  single,  monolithic  answer  on  a  highly  complex 
and  highly  differentiated  set  of  problems.  The  bill  lumps  together 
plant  closings  and  so-called  mass  layoffs,  when  in  fact  there  are 
practical  and  substantive  differences  between  closings  and  layoffs. 
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The  finality  of  a  closing  and  accompanying,  permanent  loss  of  jobs 
is  clearly  different  from  a  layoff  resulting  from  cyclical  shifts  in 
the  economy  or  changes  in  specific  markets. 

Let  me  be  absolutely  clear.  A  company  that  does  have  control 
over  its  business  circumstances  should  give  notice  on  plant  clos- 
ings, and  the  practice  is  spreading.  But  it  is  best  given  on  a  negoti- 
ated or  volimtary  basis  where  varied  business  conditions  can  be 
taken  into  accoimt,  and  the  focus  is  kept  on  easing  the  transition  of 
workers  to  new  jobs. 

The  problem  of  notice  arises  for  those  firms  that  are  either  un- 
profitable or  operate  in  high-risk  business  environments.  No 
amount  of  mandatory  notice  requirements  can  change  the  reality 
of  business  failure.  What  it  can  do  is  decrease  the  flexibility  and 
competitiveness  of  U.S.  companies,  especially  the  smaller  firms 
that  are  our  m^or  generators  of  new  jobs. 

As  for  the  consultation  provisions  of  Title  n,  consultation  *has  a 
precise,  collective  bargaining  meaning,  deigned  for  situations  quite 
different  from  those  addressed  here.  A  proposed  requirement  that 
employers  consult  for  the  purpose  of  agreeing  fo  alternatives  is  a 
basic  departure  in  the  structure  of  U.S.  labor  law.  Let  us  debate 
consultation  separately,  not  tack  it  onto  a  bill  addressing  different 
issues — a  bill  that  can  work  without  it. 

The  significant  strides  made  in  Titles  I  and  HI  should  not  found- 
er on  the  divisive  and  diversionary  issues  of  mandatory  notice  and 
consultation. 

I  would  sincerely  hope  that  in  areas  where  we  do  have  consen- 
sus, we  can  move  forward  together  and  move  forward  quickly.  Let 
us  pass  a  bill  that  holds  a  strong,  forceful  consensus  of  the  magni- 
tude I  am  convinced  does  exist  toiday,  on  the  need  to  cushion,  adapt 
and  speed  the  process  of  at^ustment. 

I  am  confident  that  American  business  can  support  a  version  of 
this  bill  built  around  Titles  I  and  HI,  which  together  constitute  a 
mfigor,  even  landmark,  attempt  to  address  the  effects  of  economic 
change  on  American  workers  and  commimities. 

Let  me  conclude  by  suggesting  that  it  is  a  broad  consensus  bill 
that  will  work  in  the.  workplace,  and  in  the  end  help  the  very 
people  who  bring  us  together  today. 

TTiank  you  very  much.  Senator. 

Senator  Metzenbaum.  Tliank  you  very  much,  Mr.  Doyle,  for 
your  constructive  testimony  and  for  the  work  that  you  did  on  the 
Lovell  Task  Force.  I  am  hopeful  that  you  will  be  wUling  to  reason 
with  us,  engage  in  a  dialogue,  and  see  if  there  is  some  middle 
ground  to  make  it  possible  for  Title  11  to  be  included— and  I  am  not 
asking  you  to  commit  yourself,  except  to  commit  yourself  to  be 
willing  to  reason  with  us. 

Mr.  Doyle.  I  am  always  willing  to  reason  with  you.  Senator. 

Senator  Metzenbaum.  Thank  you  very  much. 

[The  prepared  statement  of  Mr.  Doyle  follows:] 
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TESTIMONY  OF 
MR.  FRANK  P.  DOYLE 
Senior  Vice  President 
General  Electric  Conpany 


BEFORE  THE  SENATE  LABOR  AND  HUMAN  RESOURCES  COMMITTEE 
Tuetday,  March  10,  1987 


MR.  CHAIRMAN: 

It  Is  a  pleasure  to  have  this  opportunity  to  meet  with  you 
to  discuss  the  proposed  "Economic  Dislocation  and  Worker 
Adjustment  Assistance  Act,"    I  am  approaching  this  Issue  today 
in  two  separate  yet  related  capacities: 

o     First,  as  Chairman  of  the  Committee  for  Economic 

Development's  (CED)  Ad  Hoc  Task  Force  on  Labor  Market 
Adjustment,  which  has  developed  the  report  entitled  Work 
and  Change;  Labor  Market  Policies  In  a  Competitive  World! 


o     Second,  as  a  member  of  Labor  Secretary  Bill  Brock's  Task 
Force  on  Economic  Adjustment  and  Worker  Dislocation,  which 
recently  completed  Its  final  report. 

I  am  here  today  to  lend  my  enthusiastic  support  to  Titles  I 
and  III  of  the  Senate  bill  which  are  aimed  at  speeding  the 
adjustment  of  workers  from  old  to  new  work.     I  also  want  to 
take  this  opportunity  to  explain  why  adding  mandated  advance 


and 


148 


-2- 


notice  and  consultation  intcoducee  politically  divisive  and 
economically  damaging  issues  to  a  bill  that  otherwise  expresses 
the  consensus  achieved  by  the  BcocK  TasK  Focce. 

Mc.  ChaicmaUf  the  ceality  of  intense  international 
competition  has  shaken  the  Amecican  people's  confidence  in  the 
capability  of  the  U.S.  economy  to  generate  new  opportunity.  An 
increasing  number  of  public-  and  private-sector  leaders  are  in 
one  way  or  another  talking  of  steps  to  try  to  protect  American 
jobs  and  maintain  our  standard  of  living  through  restrictive 
meast  es  which  would  slow  the  process  of  change  in  our  economy. 

It  is  our  view,  however #  that  such  steps  are  likely  to 
impede  the  nation's  ability  to  reposition  its  industries  and 
workforce  to  compete  successfully  in  increasingly 
internationalized  markets.    If  that  were  to  happen#  an  even 
greater  number  of  jobs  would  be  lost*  and  the  nation's  ability 
to  deal  with  the  social  costs  of  change  would  be  diminished. 

It  is  clear  that  the  old  security  of  a  slower  changing 
worldf  workplace*  and  employment  relationship  is  no  longer 
available  and  cannot  be  artificially  sustained.    The  answer  I 
believe  is  to  create  a  new  security*  based  on  equipping 
companies  and  workers  alike  to  deal  with*  even  gain  from* 
fast-moving  and  unavoidable  change. 
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Today's  discussion  goes  to  the  heaEt  of  the  debate  over 
economic  change,  and  that  is  the  ability-  of  people  to  benefit 
fcom  change.    I  would  atgue  that  the  moEe  severe  effects  on 
people  and  cosuBunities  come  not  fEom  change  th£t  moves  too 
fast*  but  £Eom  change  that  is  made  to  move  too  slowly.  The 
issues  of  competitiveness  and  employment  security  are  therefore 
inextricably  linked  —  the  key  to  both  is  the  ability  to  adapt 
in  order  to  take  advantage  of  new  opportunity. 

The  issue  of  worker  displacement  is  best  understood  in  the 
context  of  adjustment  —  of  helping  peoplo  move  from  old  work 
that  is  being  eliminated  to  new  work  that  is  being  created.  To 
be  successful*  a  labor  market  adjustment  effort  must  address 
the  hardships  caused  by  change  while  recognizing  the  seeds  of 
new  opportunity  created  by  economic  restructuring. 

The  most  important  test  of  any  labor  adjustment  policy* 
then*  should  be  whether  it  eases  or  impedes  the  transition  to 
new  opportunity  —  whether  it  establishes  or  denies  supportive 
mechanisms  for  workers  undergoing  an  often  painful  and  costly 
move  to  a  new  job. 

The  Brcck  Task  Force  worked  for  a  year  to  develop  a 
consensus  among  representatives  from  labor*  business*  academia* 
and  the  government*  on  the  issnes  we  are  addressing  today.  The 


150 

-4- 

Task  Focce  agceed  that  job  loss  was  an  inevitable  and 
concomitant  paEt  of  achieving  and  maintaining  a  competitive, 
healthy  economy.    The  consensus  was  based  on  the  group's 
conclusion  that  displaced  woEkeES  —  by  viEtue  of  theiE  long 
attachment  to  theiE  foEmeE  jobs  and  theiE  expeEXence  in  the 
woEkfoEce  —  foEm  a  population  that  is  (a)  deseEving  of  special 
attention*  and  (b)  foE  whom  taEgeted  EetEaining  and  assistance 
effoEts  could  be  unusually  effective. 

Title  I 

Title  I  of  this  bill  embodies  this  consensus.  The 
establishment  of  Dislocated  WoEkeE  Units  in  the  DepaEtment  of 
LaboE  and  at  the  state  level  —  and  the  CEeation  of  Eapid 
Eesponse  teams  in  each  state  —  aEe  majoE  advances  in  pEoviding 
quality  seEvices  to  woEkeES  affected  by  plant  closings  and 
laEge  layoffs.    On-site  availability  of  pEogEamSf  veEsatility 
in  applying  state  and  local  funds  wheEe  they  aEe  most  needed* 
and  flexibility  in  cooEdinating  public-  and  pEivate  sectoE 
effoEts  all  pass  the  tests  of  easing  adjustment  and  pcoviding 
suppoEtive  mechanisms  foE  displaced  woEkeES. 

FUEtheEmoEe*  the  establishment  of  incentives  to 
Eeemployment  can  ensuEe  that  fedeEal  pEogEams  move  beyond  the 
immediate  income-suppoEt  needs  of  displaced  woEkeES  and  speed 
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thelE  zeentzy  to  the  workforce.    One  such  incentive  included  in 
the  bill  ensures  the  continued  eligibility  for  unemployment 
cok'pensation  benefits  of  individuals  attending  education  and 
traiiiing  programs  under  the  Title.    The  CED  also  has  proposed 
that  displaced  workers  be  allowed  to  continue  to  collect 
income-support  benefits  if  they  suffer  earnings  losses  upon 
reemployment.    Such  an  option  would  be  particularly  appropriate 
for  displaced  workers  who  are  starting  over  in  new  industries 
or  occupations,  and  as  the  Bureau  of  Labor  Statistics  has 
shown,  fully  50%  of  displaced  workers  who  become  reemployed  in 
full-time  jobs  make  such  a  major  job  change.^ 

Other  valuable  labor  market  services  provided  by  the  bill 
include  better  access  to  labor  market  information;  job  search 
assistance,  including  job  clubs;  provisions  which  permit  the 
use  of  funds  for  supportive  services  such  as  child  care, 
commuting  assistance,  financial  and  personal  counseling;  and 
relocation  assistance.    Programs  providing  basic  education  and 
literacy  are  also  helpful.    All  the  evidence  regarding  the 
quality  of  adjustment  and  the  changing  structure  of  occupar'.ons 
highlights  the  importance  of  education.    The  prospects  for 
shorter  periods  of  joblessness  and  greater  earnings  recovery 
upon  reemployment  improve  for  all  groups  of  displaced  workers 
the  higher  their  luvels  of  educational  attainment. 


152 


-6- 


I  enthusiastically  support  Title  I  of  this  bill.  *  it  is 
CaE-Eeaching,  and  will  make  a  majoE  and  coostEuctive 
contEibution  to  woEkeE  adjustment. 


Title  III 


The  demonstEation  pEogEams  descEibed  in  Title  III  aEe 
innovative  and  woEth  tEying.    In  paEticulaE,  I  suppoEt  the  use 
ot  funds  CoE  tEaining  loans  and  to  encouEage  self  employment. 
Such  expeEiments  will  add  to  the  aEEay  ot  tEansition  options 
available  to  displaced  woEkeES.    We  may  find  some  impoEtant 
success  models  in  these  pEogEams,  and  I  applaud  theiE  inclusion 
in  the  bill. 


Title  II 


That  bEings  me  to  Title  II,  the  most  contEoveEsial  and 
Clawed  part  ot  the  bill.    The  CEDr  the  Business  Roundtable,  and 
many  other  private  business  groups  have  encouraged  companies  to 
provide  as  much  notice  as  possible  o£  necessary  business 
I  decisions  affecting  jobs,  particularly  in  cases  of  plant 

closings,  work  transfers,  and  new  technology.    Most  people  who 
have  studied  this  issue  agree  that  advance  notice  allows 
employees  time  to  adjust  and  gives  management  the  time  to 
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impleisent  business  moves  In  a  way  that  minimizes  hardship. 
Advance  notice  is  most  effective  when  combined  with  other 
support  programs,  provided  that  the  advance  notice  period  is 
used  to  help  prepare  people  for  the  transition  to  new 
opportunity. 

Howeverf  the  advance  notice  and  consultation  provisions  of 
this  bill#  as  writtenf  do  no'c  focus  on  the  adjustment  of 
workers*  but  rather  on  slowing  the  process  of  change  and 
preventing  necessary  business  moves.    The  provisions  shatter 
the  hard-won  consensus  of  the  Task  Force  that  assistance  should 
focus  on  adjustment  and  on  enabling  people,  through  training 
and  support  programs,  to  qualify  for  new  opportunity.  That 
consensus,  I  believe,  is  needed  not  only  to  help  get  this  bill 
passed,  but  also  to  serve  as  the  foundation  for  building 
effective  tripartite  relationships  that  will  make  this 
legislation  work  if  it  becomes  law. 

Let  me  explain  very  specifically  the  reasons  why  consensus 
on  mandatory  notf.^e  was  not  reached  and  why  I  think  Title  II  is 
unworkable. 

First  ...  the  bill  lumps  together  plant  closings  ani 
so-called  mass  layoffs.    Yet  there  are  practical  and 
substantive  differences  between  closings  and  layoffs. 
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patticulacly  with  cegacd  to  the  impact  on  jobs.    Most  corapanies 
are  not  precipitous  oc  careless  in  making  a  deciclon  to  close  a 
plant.    These  decisions  ace  made  only  aCtec  consideration  of 
all  alternatives  and  CacCocs  involved.    In  the  end*  plants  ace 
closed  foe  one  ceason:     the  company  is  lot  able  to  sell  its 
products  competitively  in  the  marketplace.    The  finality  of  a 
closing  Involves  the  greatest  negative  impact  on  employees* 
leaving  no  doubt  at  all  that  the  accompanying  loss  of  jobs  is 
permanent. 

In  contrast*  most  layoffs  do  not  involve  permanent 
employment  loss.    For  example*  businesses  with  short  order 
cycles  incur  layoffs  that  are  usually  temporary  and  are  an 
understood  and  expected  part  of  the  way  the  business  operates 
in  direct  response  to  changes  in  its  maj:kets.    By  not 
distinguishing  between  the  variety  of  business  situations,  the 
bill,  as  currently  written,  disregards  important  differences  in 
employment  outcomes  and  adjustment  experiences.    Workers  who 
will  be  returning  to  the  same  employer  do  not  have  to  deal  with 
the  type  of  radical  adjustment  faced  by  workers  whose  jobs  have 
been  permanently  eliminated  and  who  must  now  seek  employment  in 
different  industries  or  occupations. 
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Second  ...  the  mandated  advance  notice  and  consultation 
pcovlslons  in  Title  II  of  this  bill  will  restrict  the 
flexibility  of  U.S.  companies  at  the  very  time  this  unique 
American  strength  is  becoming  increasingly  recognized  as 
critical  to  competitive  success.    The  ability  to  retrain  and 
redeploy  workers  in  response  to  changing  markets  is  a  definite 
advantage  in  competitive  battles  where  technology  and  equipment 
are  essentially  equal  and  financing  and  labor  costs  often  favor 
the  opposition.    It*s  our  leg  up  . . .  and  an  advantage  the  U.S. 
should  retain.     It  would  be  ironic  if  we  were  to  introduce 
rigidities  into  our  system  at  the  very  time  other  countries  are 
seeking  to  emulate  the  flexibility  of  our  labor  markets. 

Flexibility  is  especially  critical  to  the  small  and  medium 
sized  companies  that  are  the  major  job  generators  of  our 
economy.    These  companies  tend  to  operate  in  high  risk  business 
environments.    Flexibility  is  essential  to  their  success;  the 
costs  of  failure  have  to  be  kept  low  or  the  incentives  to  start 
up  will  be  lost  and  the  new  jobs  forfeited. 

Third  ...  the  consultation  portion  of  this  bill  is  fraught 
with  problems.    The  notion  of  consultation  in  the  form  proposed 
by  Title  II  is  a  fundamental  alteration  in  the  structure  of 
U.S.  l^bor  law  and  labor  relations.    Presently*  there  are  no 
legislated  provisions  of  any  kind  that  require  an  employer  to 
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**con8Ult**  with  employee  representatives  or  sone  outside 
governmental  authority  **for  the  purpose  of  ar/reeing  to  a 
mutually  satisfactory  alternative**  to  basic  entrepreR;iuriaI 
decisions*    Such  a  basic  departure  in  lews  governing 
employer-employee  relationships  should  be  addressed  separately 
and  directly  through  a  full  debate  on  th»  merits  of 
consultation*    The  adjustment  objectives  of  this  bill  can  be 
achieved  without  this  Kind  of  fundamental  alteration  of  u«S 
labor  relations* 

Even  more  troublesome  is  the  prorjpect  that  the  consultation 
provisions  will  raise  false  hope  an^i  dangerously  delay  the 
adjustment  process*    As  I  already  indicated,  companies  don*t 
treat  lightly  the  decision  to  closes  a  plant*    When  they  do  make 
the  decision  it  is  generally  after  other  realistic  alternatives 
have  been  explored*    A  consultation-type  process  would  focus 
workers  and  communities  on  the  unlikely  chance  of  finding  a 
mutually  satisfactory  alternative,  and  thus  divert  attention 
and  resources  from  the  urgent  noed  to  get  the  adjustment 
process  underway*    I  therefore  believe  that  such  mandatory 
consultations  would  undermine  Che  effectiveness  of  the 
adjustment  which  Titles  I  and  III  of  this  bill  seek  to 
facilitate* 
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Foucth  and  finally  ...  let  me  point  out  that  the  notice 
pcovieione  ace  sioply  not  pcactical.    Evecy  business  is 
diCCecent  and  nust  be  cecognized  as  such.    Small  businesses, 
foe  example,  face  pcoblems  that  vacy  substantially  fcom  those 
of  lac90  employees.    In  .iddition*  some  ficms  might  lose 
customecs  oc  access  to  ccedit  ducing  a  notice  peciod,  foccing 
an  even  eacliec  than  planned  shutdown. 

Eff^loyecs  cannot  always  pcedict  the  timing  and 
ciccumJtances  undec  which  they  Day  be  focced  to  cease  oc  ceduce 
pcoduction.    Thece  ace  many  economic  ciccumstances  beyond  the 
contcol  of  the  business*  such  as  sudden  oc  unexpected 
cancellation  of  majoc  contcacts,  Inteccuptions  in  matecial 
flow,  and  technology  developajnts.    Businesses  with  vecy  shoct 
ocdec  cycles  would  find  it  economically  impcactical*  even 
impossible,  to  give  extended  notice  of  layoffs.  Although 
long-cycle  businesses  may  be  able  to  pcovide  such  notice,  the 
application  of  a  univecsal  standacd  to  all  businesses  makes 
little  sense.    These  diffecences  in  business  conditions  ace 
best  addcessed  in  the  context  of  collective  bacgaining 
agceements  and  in  pecsonnel  and  benefits  policies  tailoced  to 
specific  macket  and  laboc  focce  needs. 
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Based  on  my  QxpoEience,  I  believe  Chat  Che  impact  of  oucb 
acbiC'^acy  notice  pcovisiono  could  be  disaotEous  at  a  tiae  when 
many  U.S.  industries  are  fighting  Coe  theic  lives.    I  also 
believe  Che  enactment  oC  these  notice  provisions  could  have  the 
unintended  effect  of  creating  job  loss.    Large  employers,  for 
example,  may  well  choose  the  alternative  of  reducing  their 
workforce  to  a  stable  core  and  using  subcontractors  and 
temporary  employees  to  meet  fluctuating  market  needs.  The 
notice  provisions  in  the  bill  will  also  discourage  new  business 
startups.    Indeed,  the  effects  are  likely  to  be  felt  most  by 
small  and  medium-sized  companies  which  are  the  major  generators 
of  new  jobs  in  our  economy  and  whose  viability  is  linked  to  the 
health  of  large  companies. 

If  such  unintended  results  were  to  happen,  wo  would  have 
lost  an  important  means  of  combatting  foreign  competition.  For 
in  addition  to  creating  jobs,  small  businesses  invent  new 
products,  revive  old  manufacturing  techniques,  and  help  the 
economy  move  into  new  kinds  of  work.    They  also  pick  up 
resources  abandoned  by  large  firms  and  put  them  to  productive 
use. 
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SummaEy 

Wockec  adjustment  is  a  ccitical  issue  and  demands  a 
solution  embodying  the  bcoadest  possible  consensus.    Only  In 
this  way  can  legislation  be  passed  and,  moce  importantly,  its 
effectiveness  as  law  be  assuced.     I  am  concerned  that  the 
advance  notification  and  consultation  provisions  will  shatter 
the  hard-won  consensus;  achieved  by  the  Brock  Task  Force  unless 
the  adjustment  and  notification  issues  are  considered 
separately. 

Let  me  be  absolutely  clear:  advance  notice  is  good  employer 
practice  and  should  be  given  whenever  possible.     It  is  best 
given  on  a  voluntary  or  negotiated  basis,  where  the  varied 
business  conditions  can  be  taken  into  account  and  the  focus  is 
kept  on  easing  the  transition  of  workers  to  new  jobs.  The 
problem  of  notice  arises  in  those  circumstances  over  which 
companies  do  not  have  control,  as  well  as  for  firms  that 
operate  in  either  short  cycle  or  high  risk  business 
environments,  or  firms  that  are  simply  unprofitable..  No 
amount  of  mandatory  notice  can  change  the  reality  ot  business 
failure.    What  it  can  do  is  decrease  the  flexibility  that  is 
vital  to  all  companies. 

The  bill,  as  presently  written,  pulls  in  opposites 
directions.    Titles  I  and  III  would  establish  much-needed 
mechanisms  to  accelerate  the  adjustment  of  displaced  workers. 
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Title  XX*  on  the  othec  hand*  would  diminish  the  eCfiectlveness 
oC  this  effort  by  attempting  to  postpone,  oc  even  deny, 
competitive  cealities. 

Thece  is  now  a  bcoad  and  meaningful  consensus  on  the 
helping  displared  wockecs.    That  consensus  should  go  fotwacd; 
it  will  speed  the  adjustment  of  wockecs;  it  will  make  the  U.S. 
moce  competitive  in  wocld  mackets.    It  should  not  be  allowed  to 
foundec  on  issues  that  by  theic  vecy  natucc  ace  politically 
divisive. 

Thank  you  vecy  much. 


liditor's  Note:  In  the  Interest  of  econony,  additional  niaterial  subnitted 
for  the  record  by  Mr.  Doyle,  and  published  by  the  Connittee  for  Economic 
Developnent  entitled  "Work  and  Change;  Labor  Market  Adjustment  Policies  In  A 
Competitive  World,"  and  the  CED*s  Annual  Report  for  1985,  were  retained  in  the 
files  of  the  Coanitteer] 
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Sfenator  Metzenbaum.  Mr.  Thieme. 
Mr.  Thieme.  Thank  vou,  Mr.  Chairman. 

I  am  founder  and  Chairman  of  Amigo  Sales,  Inc.,  and  a  member 
of  the  U.S.  Chamber  of  Commerce  Council  of  Small  Business. 

Accompanying  me  today  is  Mark  de  Bernardo,  Manager  of  Labor 
Law  and  Special  Counsel  for  Domestic  Policy  for  the  Chamber;  and 
Robert  Martin,  Manager  of  Human  Resources  Development  for  the 
Chamber. 

I  appreciate  this  opportunity  to  express  the  Chamber's  views  and 
opposition  to  S.  538. 

We  commend  you  for  addressing  the  important  issues  of  this  bill. 
We  share  the  Committee's  interest  in  solving  the  problems  of  the 
long-term  unemployed,  and  stand  willing  to  assist  you  in  develop- 
ing a  suitable  worker  adjustment  program. 

While  such  issues  are  of  concern  to  all  businesses,  they  are  of 
particular  concern  to  the  small  business  community.  More  than 
70,000  small  businesses  failed  last  year— a  number  that  the  Cham- 
ber believes  will  increase  significantly  if  S.  538  is  enacted,  and  a 
number  that  will  skyrocket  u  the  labor  and  employee  benefits  bills 
now  under  consideration  by  Congress  are  enacted. 

I  would  like  to  share  with  you  a  personal  experience  in  my  busi- 
ness. In  1967, 1  designed  and  built  a  motoiized,  scooter-type  wheel- 
chair for  my  wife.  In  1968,  I  built  ten  of  them  in  my  garage.  By 
1983,  we  had  gross  revenues  of  $12  million. 

The  growth  and  success  of  our  company  have  not  been  uninter- 
rupted. There  have  been  major  setbacks  which  necessarily  have  af- 
fected the  employment  levels  of  our  company.  Over  the  years,  the 
number  of  jobs  that  we  have  been  able  to  provide  has  fluctuated, 
sometimes  dramatically. 

Fortunately,  we  have  the  ability  to  respond  quickly  and  to  take 
decisive  steps  to  turn  around  and  revive  what  today  remains  a 
profitable  and  successful  company. 

Today  we  have  76  employees— a  10  percent  increase  over  last 
year  since  we  closed  the  New  Mexico  office.  We  consolidated  both 
facilities  at  the  home  office  in  Michigan. 

We  closed  down  the  New  Mexico  r^onal  office  out  of  necessity. 
It  was  not  a  decision  we  took  lightly.  And  the  layoff  of  workers, 
however  necessary,  was  regrettable.  However,  we  treated  our  em- 
ployees fairly.  We  did  not  need  a  law  to  force  us  to  do  that.  We  did 
it  because  it  is  good  business,  and  it  is  the  right  thing  to  do. 

Small  businesses  do  not  need  and  do  not  want  a  law  to  tell  them 
what  they  can  and  cannot  do  to  save  their  livelihoods. 

In  New  Mexico,  we  ultimately  laid  off  over  50  employees.  At 
first,  our  intention  was  only  to  cut  back;  to  shut  down  the  assembly 
operations  and  thereby  lay  off  15  to  17  employees.  To  these  work- 
ers, we  gave  four  months'  notification  of  their  layoffs.  However,  be- 
cause competition  increased,  and  a  successful  transition  and  mar- 
keting strategy  had  not  yet  been  fully  in  place,  the  company's  fi- 
nancial position  worsened.  I  did  not  know  and  could  not  know  what 
would  happen  in  90  days  or  180  days,  but  I  knew  we  had  to  cut 
back. 

But  we  did  not  realize  we  would  hava  to  shut  down  completely. 
However,  to  remain  solvent,  remain  profitable,  and  preserve  the 
company  and  its  remaining  jobs,  we  realized  eventually  that  we 
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had  to  close  the  New  Mexico  office.  We  therefore  discontinued  not 
only  the  assembly  operation,  but  also  the  accounting  and  market- 
ing operations  as  well. 

Although  more  than  50  workers  lost  their  jobs,  they  all  received 
substantial  notice  before  they  were  laid  off-— some,  as  much  as  four 
months.  All  stayed  on  at  full  pay  and  with  full  benefits. 

I  am  proud  to  say  our  entire  work  force,  with  our  company's  as- 
sistance, successfully  readjusted  and  found  alternative  employ- 
ment. However,  I  am  convinced  if  the  requirements  contained  in  S. 
538  had  been  imposed  on  us,  we  would  be  out  of  business  today. 

I  am  concerned  that  the  United  States  unfortunately  is  emulat- 
ing Belgium,  and  that  S.  538  is  one  more  step,  a  major  step,  to  be- 
coming even  more  like  Belgium,  where  there  is  a  20  percent  unem- 
ployment rate. 

Congress  should  not  take  away  the  freedom  of  the  entrepreneur. 
It  is  the  strength  of  our  country.  We  should  not  destroy  the  incen- 
tive or  impede  the  spirit  of  enterprise. 

In  conclusion,  managenient's  ability  to  make  judgments  on  work- 
place closings  and  relocations  without  burdensome  and  unwarrantr 
ed  government  interference  is  essential.  Often,  what  is  at  stake  is 
survival  the  company.  To  handcuff  employers  would  result  in  in- 
dustrial immobility.  The  result  would  be  lower  productivity,  imbal- 
ance in  our  collective  bargaining  system,  and  ultimately,  loss  of 
many  jobs. 

Senator  Metzenbaum.  Can  you  wind  up,  Mr.  Thieme? 

Mr.  Thieme.  The  U.S.  Chamber  of  Commerce  .respectfully  urges 
Congress  not  to  enact  S.  5C?  and  I  personally  would  ask  that  you 
please  listen  to  small  busii.  ^tj,  the  people  that  make  the  jobs  in  the 
United  States. 

Thank  you,  Mr.  Chairman. 

[The  prepared  statement  of  Mr.  Thieme  and  responses  to  ques- 
tions submitted  by  Senator  Metzenbaum  follow:] 
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STATQIENT 
on 

PLANT  CLOSINGS^  UYOFS,  AND  WORKER  DISLOCATIONS 
and 

THE  ECONOMIC  DISLOCATION  AND  WORKER  ADJUSTMENT  ASSISTANCE  ACT,  S.  538 

before  the 
SUBCOHHIHEE  ON  LABOR 
and  the 

SUBCOMMITTEE  ON  EMPLOYMENT  AND  PRODUCTIVITY 
of  the 

SENATE  COMMITTEE  ON-LAB^^R  AND  HUMAN  RESOURCES 
for  the 
U.S*  CHAMBER  OF  COfiNERCE 

by 

Allan  R«  Thleme 
March  10,  1987 


!•       STATEMENT  OF  INTEREST 


I  m  Allan  R*  Thieon,  chairman  and  founder  of  Asilgo  Sales  Inc.  In 
Bridgeport,  Michigan*   I  am  a  Rjembar  of  the  U.S.  Chaober  of  Coiaaerce  Council 
of  Snail  Business*    In  1981,  I  was  najned  the  "National  Small  Business  Person 
of  the  Year"  by  the  U«S«  Snail  Business  Administration*  Accompanying  cie  today 
is  Hark  A*  de  Bernardo,  Manager  of  Labor  Law  and  Special  Counsel  for  Douestic 
Policy  for  the  Chamber,  and  Robert  L«  Martin,  Manager  of  Human  Resources 
Developtoent  for  the  Chac^er* 


I  appreciate  this  opportunity  to  express  the  Chamber's  views  on  th* 
plant  closing-worker  adjustment  assistance  legislation  and  the  Chamber's 
opposition  to  S*  538,  The  Economic  Dislocation  and  Worker  Adjustment 
Assistance  Act* 


We  commend  you  for  addressing  the  Infiortant  Issues  of  plant  closings, 
layoffs,  worker  dislocations,  and  adjustment  assistance*  We  share  the 
Comittee's  Interest  In  solving  the  problems  of  the  long-term  unemployed  and 
stand  willing  to  assist  you  in  developing  a  suitable  worker  adjustment  program* 
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"nie  so-called  "plant  closing"  proposals  are  a  major  concern  to  the 
business  cooiiunlty  because  of  the  potential  for  extensive  econonic  hana  and 
eaiplojdaent  disruption,  as  well  as  the  fundamental  questions  they  raise 
regarding  the  appropriate  roles  of  governiaent  and  labor  In  the  basic  decision 
Baking  of  enployers  concerning  the  economic  well-being  of  their  businesses, 
Likewise,  the  cocf>lex  Issues  surroundlr.g  worker  adjustment  (I.e.,  retraining, 
renedlal  education,  personal  finances,  and  job  counseling)  are  receiving 
Increased  Interest  .roo  the  business  comnunlty. 

While  such  Issues  are  of  concern  to  all  businesses,  they  are  of 
particular  concern  to  the  small  business  cociaunlty.   More  than  70,000  small 
businesses  failed  last  year,  a  nunber  that  the  Chamber  believes  will  Increase 
significantly  If  S.  538  Is  enacted,  u  j  a  number  that  will  skyrocket  It  the 
labor  and  employee  benefits  bills  now  under  consideration  by  Congress  are 
enacted  —  particularly  proposals  regarding  the  minimum  wage,  mandated  health 
benefits,  parental  leave,  and  comparable  worth.   Proponents  of  these  proposals 
have  worthy  goals  which  generally  we  share.   Yet  we  also  recognize,  and  urge 
you  to  recognize,  the  detrimental  effect  such  proposals  can  have,  both 
Individually  and  collectively  on  ability  to  compete  and  to  create  new  jobs. 
(In  this  regard,  we  commend  Senator  Quayle's  efforts  to  look  systematically  at 
the  overall  lopact  of  these  types  of  propsals  on  unemployment,  job  creation, 
and  payroll  costs.) 

II.      THE  CHAflBER'S  POSITION 

Vhile  the  Chamber  recognizes  the  problems  plant  closings  and 
relocations  can  cause,  the  Chamber  also  recognizes  the  additional  problems 
created  by  Inappropriate  legislative  "solutions,"  such  as  S.  538. 

Tlis  Chamber  strongly  encourages  employers*  voluntary  efforts  to  provide 
meaningful  and  timely  assistance  to  workers  who  lose  their  jobs  as  a  result  of 
layoffs  or  plant  closings.   These  efforts,  when  possible,  should  Include 
prenotlflcatlon  of  affected  employees  of  layoffs  as  soon  as  It  Is  practical  to 
facilitate  placement,  readjustment,  retraining,  and/or  relocation  efforts. 
Furthermore,  the  Chamber  3upports  the  readjustment  programs  and  services 
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available  through  the  Job  Training  Partnership  Act  (OTPA)  Title  III  program* 
Title  III,  which  is  administered  through  state  job  training  coordinating 
councils,  provides  service  to  thousands  of  dislocated  workers  annually.  The 
Chamber  was  one  of  the  original  supporters  of  the  OTPA  in  1982  and  reiaains 
coBwitted  to  the  principles  of  public-private  partnership  ectodied  in  this 
legislation* 

The  Chamber  opposes  an^  legislation  that  includes  mandatory  notice  and 
consultation  provisions.   Therefore,  the  Chamber  finds  Title  II  of  S.  538 
particularly  objectionable,  for  numerous  reasons,  including: 

0    The  possibility  of  injunctive  relief  and  other  means  of  lengthy 
delay  to  employer  "proposals"  to  implement  layoffs,  delays  which 
often  may,*  in  fact,  jeopardize  the  financial  solvency  of  the 
coiapany  and  the  preservation  of  jobs; 

0    The  unreasonable,  highly  subjective,  and  highly  lif^gious  standards 
of  "good  faith"  for  employers  in  consulting/negotiating; 

0    The  burdensome  and  overly  extensive  duties  to  disclose  information; 

0  The  lengthy  notification  requirements  ana  the  infeasibllity  of  the 
less-than-meaningful  "escape  clause"  from  these  three-to-six  nif.nth 
prenotifi cation  mandates; 

0    The  elevation  of  local  governments  to  seemingly  omnipotent  and 
omnipresent  status  in  negotiations  and  fundamental  business 
decision-making; 

0    The  creation  of  de  facto  "union"  representation  for  nonunion  work 
forces,  a  cumbersome  and  ethereal  concept  without  procedural  and 
legal  safeguards,  without  the  right  of  employees  to  choose  not  to 
have  "union"  representation,  but  with  major  ramifications  for  union 
organizing;  and 
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0  The  wholesale  disruption  and  reversal  of  National  Labor  Relations 
Act  (NLRA)  and  Supreme  Court  precedents,  and  the  creation  of  a  luajor 
Imbalance  In  labornuanagement  relations. 

In  short,  nany  of  this  bill's  requirements  are  restrictive,  Inflexible, 
expensive  and  counterproductive  to  the  goals  of  preserving  jobs  and  assuring 
profitability.   The  Chamber  also  has  some  objections  to  the  Dislocated 
Workers*  Adjustment  Services  (Title  I)  and  Dislocated  Workers'  Denonstratlon 
Programs  (Title  III)  provisions.   We  question  the  creation  of  a  new  federal 
program  for  workers  dislocated  by  plant  closings.   We  that  believe  the 
Congress  should  not  legislate  special -Interest  programs  such  as  S.  538,  and 
Tr::de  Adjustment  Assistance  programs  but  begin  to  focus  on  developing  a 
comprehensive  program  that  meets  the  needs  of  dislocated  workers.  Irrespective 
of  the  cause  of  their  dislocation.    In  this  regard,  on  February  11,  1987,  the 
U.S.  Chamber's  Board  of  Directors  endorsed.  In  concept,  the  Administration's 
Worker  Readjustment  program  contained  In  the  1988  Department  of  Labor  Budget 
request.   Also,  we  believe  that  the  direction  outlined  In  the  Secretary  of 
Labor's  Task  Force  on  Economic  Adjustt^ent  and  Worker  Dislocation  deserves 
serious  consideration. 

III.     THE  EXPERIENCE  OF  A^iIGO  SALES  INC. 

In  1967,  I  designed  and  assembled  a  motorized  wheelchair  to  help  my 
wife,  Marie,  after  she  was  striken  with  multiple  sclerosis.   The  first 
battery-powered,  easy-to*maneuver,  three-wheeled  cart  was  assent  led  In  my 
garage.    In  1968,  I  built  10  more  carts  In  my  garage  so  that  other  disabled 
persons  In  our  community  could  enhance  their  mobility  and  range  of 
activities.    In  1969,  after  15  years  In  the  plumbing  business,  I  founded  Paiqo 
Sales  Inc. 

The  Amigo,  named  by  Marie,  Is  a  three*wheeled  scooter,  which  Is  a  more 
compact  and  maneuverable  alternative  for  disabled  persons  than  the 
conventional  two*wheel  wheelchair.    It  has  a  swivel  chair  to  permit  those  who 
cannot  walk  to  pull  up  to  a  table  and  work  comfortably.    Its  narrow  width 
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(18  Inchr  )  and  conpact  turning  radius  (36  Inches)  allow  users  to  go  through 
doorways  and  around  corners  that  conventional  wheelchairs  cannot  negotiate* 
Its  low  center  of  gravity  makes  It  hard  to  tip  over* 

Obviously,  I  am  not  the  only  person  who  believes  that  the  Aralgo  Is  a 
tremendous  aid  to  disabled  persons*   What  started  with  one  motorized  device  in 
iqy  garage  has  grown  to  a  company  that  has  sold  as  many  as  6,000  motorized 
devices  In  one  year. 

However,  the  growth  and  success  of  our  coDf)any  have  not  been 
uninterrupted*   There  have  been  major  setbacks,  which  necessarily  have 
affected  the  employment  levels  of  our  coinpany*  Over  the  years,  the  nurober  of 
jobs  thar  we  have  been  able  to  provide  has  fluctuated,  sometimes  dramatically* 

Fortunately,  we  have  had  the  ability  to  respond  quickly  and  to  take 
decisive  steps  to  turn  around  and  revive  what  today  remains  a  profitable  and 
successful  company* 

Initially,  our  company  nearly  failed  because  the  Amigo  was  such  a  new 
concept*   Then,  the  Social  Security  Administration  dealt  a  major  blow  by 
ruling  that  the  Acilgo  was  Ineligible  for  Medicare  or  Medicaid  relriibursenient* 
"ts  ruling  was  reversed  later  after  extensive  efforts  by  Anigo  owners*  Later, 
a  mistake  In  distribution  strategy  —  using  medical  and  surgical  supply  stores 
instead  of  commissioned  salespersons  —  nearly  shut  us  down*   Finally  a  strong 
but  unexpected  competitive  challenge  arose:    In  Its  first  12  years,  Amigo 
Company  had  only  one  direct  competitor;  In  the  last  four  years,  20  new 
competitors  have  come  Into  the  marketplace* 

These  setbacks  have  hurt,  but  each  time  our  company  has  adjusted,  taken 
the  necessary  steps,  and  survived*   Today,  we  are  once  again  growing*  Amigo 
Company  has  68  employees,  a  10  percent  Increase  over  last  year  since  we  closed 
the  Albuquerque,  New  Mexico  office  and  consolidated  at  the  honie  office  In 
Bridgeport,  Michigan* 
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We  closed  down  the  New  Mexico  regional  office  out  of  necessity.  I  wish 
that  we  could  have  avoided  1t«  It  was  not  a  decision  we  took  lightly,  and  the 
layoffs  of  workers*  however  necessary*  were  still  regretable. 

However,  we  treated  our  employees  fairly.   We  did  not  need  a  law  to 
force  us  to  do  that.   We  did  It  because  It  Is  good  business  and  the  right 
thing  to  do.   Snail  businesses  do  not  need  and  do  not  want  a  law  to  tell  them 
what  they  can  and  cannot  do  to  save  their  livelihoods. 

In  New  Hex1co»  u'}tlMte1y»  we  laid  off  52  employees.   At  first,  our 
Intention  was  only  to  cut  back  —  to  shut  down  the  assec61y  operations  and 
thereby  lay  off  15  to  17  employees.   To  these  workers,  we  gave  four  months 
prenotlflcatlon  of  their  layoffs.  However,  because  competition  Increased  and 
a  successful  transition  In  marketing  strategy  was  not  yet  fully  In  place,  the 
company's  financial  position  worsened.   I  did  not  know  —  and  could  not  know 
—  what  K^ould  happen  In  90  days,  120  days,  or  180  days  (the  length  of  S.  53B's 
graduated  notice  requirements)  to  the  company  to  which  I  had  devoted  nearly 
half  of  my  life  and  all  of  i^y  resources.    I  knew  we  had  to  cut  back,  but  we 
did  not  realize  I  had  to  shut  down  coB^letely.   However,  to  remain  solvent, 
maintain  profitability,  and  preserve  the  company  and  Its  remaining  Jobs,  we 
realized  eventually  that  we  had  to  close  the  New  Mexico  office,  ke, 
therefore,  discontinued  not  only  the  assembly  operations  but  also  the 
accounting  and  marketing  operations  as  well. 

Although  52  workers  lost  their  Jobs,  they  all  received  substantial 
notice  before  they  were  laid  off  —  some  as  much  as  four  months.  All  stayed 
on  at  full  pay  and  with  full  benefits  until  the  final  day  of  operations.  We 
brought  In  a  placement  specialist  to  counsel  employees  on  such  things  as 
resume  preparation  and  Interview  techniques.  We  sent  notices  to  six  major 
companies  In  the  area  with  which  Amigo  Company  had  worked  and  told  them  of  the 
personnel  we  had  who  would  be  available.   Five  of  the  workers  were  relocated 
to  the  Michigan  office. 

I  am  proud  to  say  that  our  entire  work  force  —  with  our  company's 
assistance  —  successfully  readjusted  and  found  alternative  employment. 
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However,  I  am  convinced  that  if  the  requirements  contained  in  S.  538, 
had  been  in^osed  on  us,  we  would  be  out  of  business  today. 

Our  efforts  to  save  Ami go  Company  and  most  of  its  jobs  required 
flexibility,  the  ability  to  respond,  and  —  like  the  motorized  devices  that  we 
manufacture  —  the  freedom  to  maneuver.   We  operate  in  a  market  ana  under 
financial  conditions  that  change  daily.   There  was  a  great  deal  of 
uncertainty  about  which  and  how  many  people  we  would  have  to  lay  off  and 
whether  Aciigo  Company  would  remain  open  in  New  Mexico  or  anywhere.  r;ost  of 
all,  there  was  financial  uncertainty. 

At  this  time  of  financial  crisis,  we  were  constantly  negotiating  with 
the  banks,  trying  to  secure  loans  that  would  koep  Aroigo  Company  alive.  Banks 
in  both  Michigan  and  New  Mexico  turned  us  down  because  we  were  In  both 
Michigan  and  New  Mexico.   The  banks  would  not  work  with  oe  unless  the  conpany 
was  consoliaatea  In  one  location.   The  company's  assets  were  the  collateral  to 
prospective  loans,  and  the  banks  would  not  accept  out-of-state  assets  as 
conat<iral.   Outside  Influences  beyond  our  control,  and  on  short  notice, 
compelled  us  to  close  one  office  out  of  financial  necessity. 

The  lengthy  and  complex  notice  and  consultatiorf  provisions  of  S.  538  — 
particularly  the  consultation  requirements  that  would  have  forced  us  to 
negotiate  with  the  state  of  New  Mexico  and  representatives  chosen  by  the 
employees  through  state-administered  procedures,  to  open  our  books  and  justify 
our  actions,  and  to  show  that  we  had  negotiated  with  government  and  labor 
representatives  "for  the  purpose  of  agreeing"  to  alternatives  or  modifications 
with  the  sufficient  "good  faith"  and  intent  to  agree  —  would  have  paralyzed 
our  ability  to  revive  Aaigo  Company.    If  we  had  been  forced  to  kaep  alj_of  our 
employees  or  delay  the  actions  we  took  because  we  were  subject  to  S.  53U, 
today  I  would  have  no  employees  and  there  would  be  no  Aiulgo  Sales  Inc. 

I  am  proud  that  when  the  office  closing  was  carried  out,  our  workers 
were  treated  fairly  and  honestly.   Their  morale  stayed  high;  our  relationship 
remained  good;  and  we  worked  together  to  face  and  beat  our  problems.    It  was 
done  on  a  voluntary  basis  —  without  government  Interference,  without  our 


170 


-  8  - 


tMployMS  telling  ne  h'^  to  run  AMigo  C0Bpany»  without  unnecessary  de1ay» 
litigation  and  red  tape»  but        successful  worker  readjustiuents.  Such 
v.olunttry  programs  work.   They  should  continue  to  work  —  voluntarily. 

There  i^*  another  business  experience  that  I  have  had  that  Is  extrenely 
relevant*       one  point »  our  conpany's  sales  In  Europe  were  high.   There  was  a 
good  Mrket  for  the  product,  and  the  dollar  was  relatively  weak»  which  nade 
the  AMigo  nuch  srre  affordable  and  competitive.  We  opened  a  siaall  sales 
office  In  Selglua.   Sales  were  good  and  the  tine  was  right  for  growth  —  but 
we  did  not  expand.    I  refrained  fro«  further  Investment  and  expansion  —  and 
from  creating  more  Jobs     because  of  Belgium's  restrictive  labor  and 
employment  laws.   In  Belgium*  you  have  to  guarantee  the  salary  of  a  lald-off 
employee  for  18  uonths.  Ue  were  afraid  that  because  of  the  potential 
liabilities  under  Belgian  labor  law»  we  could  not  afford  to  risk  expansion. 
It  was  too  dangerous  to  be  aggressive^  to  be  entrepreneurial,  to  grow. 

It  was  the  right  decision.  The  Increased  value  of  the  dollar  hurt 
Amigo's  European  sales.   The  restrictions  and  costs  of  Belgian  labor  law  might 
have  forced  our  company  —  al  1  of  our  company  »  Into  bankruptcy. 

I  am  concerned  that  the  United  States,  unfortunately,  Is  emulating 
Belgium  In  this  regard.  S.  538  Is  one  more  step     a  major  $tep     toward  our 
becoming  even  more  like  Belglimi.  The  unenplo>nont  *ate  there  is  nearly  20 
percent.   Those  familiar  with  Belgian  labor  and  employment  law,  as  I  am, 
should  not  be  surprised.   I  ask  you  today  *-  why  are  we  going  down  that  same 
road? 

I  am  afraid  that  S.  538  would  serve  as  a  further  Is^edlment  to  people 
like     and  would  dissuade  would-be  small  business  entrepreneurs  from  going 
Into  business  or  expanding  their  businesses. 

Congress  should  not  take  away  the  freedom  of  entrepreneurship:  it  Is 
the  strength  of  our  country..  We  should  not  destroy  the  incentive  or  Impede 
the  "spirit  of  enterprise"  of  Americans  who  want  to  work,  to  succeed  and  to 
create  Jobs.  Ue  should  not  confront  small  businesses  with 
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■ore  restrictions  but  should  free  and  encourage  the«  with  fever  restrictiona. 
Host  of  til •  wt  should  not  call  a  fundanental  economic  decision  of  an  enplo^r 
tbout  the  survival  of  his  or  her  cowpany  a  "proposal"  and  then  delay, 
negotiate,  counterpropose,  and  litigate  that  fundanental  and  necessary 
exercise  of  aantgenent  prerogative. 

Despite  the  worthy  intentions  of  the  sponsors  of  S.  536,  it  would  be 
bad  policy.   In  the  interest  of  our  economy,  our  freedoiu,  and  our  spirit  of 
enterprise;  for  the  sake  of  sull  and  large  businesses  and  of  employers  and 
ewployees;  and  for  the  purpose  of  preserving  and,  ultimately,  creating  jobs, 
S.  538  should  not  be  enacted. 

IV.      ADVERSE  IMPACT  ON  COMPETITIVENESS 

Undoubtedly,  serious  econouic  and  social  dislocations  can  occur  when 
employers  close  plants  or  relocate  operations  froa  one  facility  to  another. 
However,  the  iraposition  of  legal  constraints  on  employers  to  impede 
■anageiient's  ability  to  close  nr  relocate  plants  —  in  the  long  run  —  fails 
either  to  solve  the  problems  of  dislocated  workers  or  to  address  the  causes  of 
plant  closings.  Moreover,  it  has  substantial  negative  ramifications  on  the 
ability  of  American  business  to  coispete. 

Plant  closing  legislation,  such  as  S.  536,  would  be  harmful  to  the 
tconcny  In  general  and,  ultimately,  would  not  help  even  those  workers  and 
cownitles  that  It  is  Intended  to  help.  Because  such  bills  significantly 
Impede  employers*  ability  to  phase  out  antiquated  products  and  production 
processes  In  favor  of  more  competitive  ones,  the  ultimate  result  is  loss  of 
competitiveness  and,  correspondingly,  loss  of  jobs,  to  an  employer  ~  either 
domestic  or  for/igt»'  — •  who  can  phase  In  more  competitive  products  and 
production  ^''-rcessrs. 

Ihesn  conccfps  are  heightened  by  the  current  focus  In  Congress  and 
across  thfi  country  on  competitiveness.   This  spring,  as  Congress  shapes  a 
package  aimed  at  1mprov<ng  U.S.  International  competitiveness,  it  shoulo  bear 
In  Bind  that  the  seemingly  unrelated  social  welfare  inltir  *  ^s  (e.g.,  this 
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bill,  parental  leave,  and  mandated  health  care)  now  also  under  consideration 
on  Capitol  Hill  could  have  a  profound  and  contradictory  impact  on  the  ability 
of  U.S«  businesses  to  co&pete  with  overseas  rivals* 

The  United  Auto  Workers  (UAM)  union  recently  has  launched  a  major 
television  advertising  canpaign  to  proMote  coKipetitiveness,  Its  dds  are 
well-produced  and  effective;  their  njessage  ccapsUing, 

However,  some  of  the  UAW*s  actions  contradict  that  wessaye  — 
particularly,  its  activr;  support  of  plant  closing  legislation,  such  as 
$•  538.    How  can  you  canipaign  for  increased  coropetitiveness  for  ArueriCd'f 
companies  and  simultaneously  support  S,  538  and  other  legislation  that  would 
handcuff  employers  with  decidedly  noncompetitive  costs  and  restrictions? 

Congress,  In  general,  and  the  members  of  these  Subcoimilttees,  in 
particular,  should  consider  carefully  which  legislative  policies  increase 
competitiveness  and  which  undermine  it* 

The  abi;ity  of  employers  to  seek  maxiraum  efficiency  ana  productivity  is 
essential  in  order  to  compete  successfully  in  world  or  domestic  markets.  To 
the  extent  that  S.  538  prohibits  or  inpedes  nanagen^ent's  ability  to  maximize 
efficiency  —  through  automation,  streamlining  of  operations,  layoffs,  or 
relocation  of  operations  to  more  effici*int  pUnts  o''  to  more  produ^  t-Sve 
markets  —  this  legislation  handicaps  toerican  industry's  pf'orts  to  counter 
the  already  strong;  challenge  from  abroad. 

If  enacted,  S.  538  would  decrease  Aaerica's  competitiveness. 
V.        OTHER  POLICY  ARGUMENTS 

8eyond  the  detrimental  effect  that  plant  cloiing  legislation,  such  as 
S.  538,  would  have  on  the  competitiveness  of  Ar.ierican  business,  there  are 
other  substantial  disadvantages  to  such  legislation. 
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If  enacted t  S*  538: 

(1)  Would  Ignore  the  Real  Causes  of  Worker  Dislocations  —  One 
fundamental  problem  with  S*  538  Is  that,  to  a  large  extent.  It 
addresses  the  problem  of  worker  dislocations  frou  the  wrong 
direction*   S,  536  would  neither  create  jobs  nor  make  companies 
profitable*   It  addresses  the  results  of  plant  closings,  not  the 
causes,  ard  therefore  Is  not  a  'solution**  to  the  plant  closing 
problem*  A  plant  closing  Is  only  the  final  state  In  the  economic 
cycle*  A  complete  business  cycle  begins  with  the  opening  of  a 
plant  and  Includes  Its  expansion,  maturation,  and  contraction* 
With  a  view  of  the  entire  economic  cycle  of  a  business  enterprise, 
the  greatest  concern  should  be  about  the  generation  of  jobs,  not 
attempts  artlflcally  to  resuscitate  jobs  that  already  have  been 
lost; 

(2)  Would  Insfert  Government  In  the  Wrong  Role  — •  S.  538  would  put  local 
governments  wh3re  governments  should  not  be  —  In  the  boardrooms  of 
Auerlca,  usurping  management's  prerogatives  to  make  economic 
decisions  regarding  the  well-being  of  their  companies*  Governments' 
Involvement  In  these  fundamental  business  decisions  represents  an 
Increase  In  regulation  for  financially  troubled  employers  at  a  time 
when  more  flexibility  and  less  regulation  are  necessary; 

(3)  Would  Reduce  Efficiency  —  Dnployers  must  be  free  to  close 
Inefficient  plants  or  move  operations  from  marginally  efficient  to 
more  efflclenc,  lower-cost  facilities*  S*  538,  because  It  Impedes 
such  management  actions,  would  force  some  companies  to  produce 
Inefficiently,  and  such  companies  cannot  exist  long  In  a 
competitive  market; 
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(4)  Would  Increase  Costs  to  Consumers     Forcing  employers  to  keep 
Inefficient  plants  open  or  preventing  then  from  moving  operations 
from  oarglnally  efficient  to  more  efficient,  lower-cost  facilities 
would  result  In  more  expensive  production,  which.  In  turn,  woula 
result  In  Increased  costs  for  consumers; 

(5)  Would  Ultimately  Only  Delay  —  Not  Prevent  —  Loss  of  Jobs  — 
Ultimately  jobs  will  be  redistributed  from  lower-efficiency  plants 
or  areas  to  higher-efficiency  plants  or  areas,  with  or  without 
plant  closing  and  relocation  controls.   Although  some  companies  may 
be  prevented  from  seeking  maximum  efficiency  by  such  legislation, 
other  companies  will  avail  themselves  of  these  advantages  with  new 
plants  or  expansion.   Ultimately,  the  Inefficient  or  significantly 
less  efficient  will  be  driven  out  of  business; 

(6)  Would  Threaten  the  Solvency  —  and  Jobs  —  of  Related  Companies  — 
Impeding  necessary  layoffs  by  a  financially  tr^^ubled  employer  could 
threaten  the  jobs  of  those  employees  who  would  not  be  laid  off 
because  It  threatens  the  financial  solvency  of  the  business 
altogether.   Forcing  unprofitable  plants  or  marginally  profitable 
but  declining  plants  to  continue  operations  could  threaten  the 
survival  of  parent  companies  or  other  subsidiaries  that  would 
otherwise  remain  viable  because  of  the  drain  on  capital  by  the 
unprofitable  plant; 

(7)  Would  Disadvantage  Chances  for  Corporate  Survival  — 
Prenotlflcatlon  provisions,  such  as  those  Included  In  S«  538,  could 
hasten  the  termination  of  an  operation  or  becone  a  self-fulfilling 
prophecy.   Suppliers,  creditors,  key  employees,  and  customers  will 
adjust  their  relationships  with  the  firm  In  a  nwnner  that  may 
disadvantage  the  operation.   Such  prenotlflcatlon  may  jeopardize 
attempts  to  sell  the  plant,  attract  new  1nvestr«nts,  refinance 
debts,  or  merge  with  other  companlr-^.    It  also  may  jeopardize  bids 
for  new  contracts. 
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(8)  Would  Increase  Investment  In  Foreign  Countries      S,  538  would 
Increase  the  probability  that  Anerlcan  jobs  will  be  lost  to  foreign 
countries.    Ironically,  legislation  alraed  at  keeping  American  jobs 
where  they  are  now  would  accomplish  the  exact  opposite.  Both 
American  and  foreign  producers,  when  deciding  on  locations  for  new 
plants  or  expansion,  would  be  less  likely  to  build  In  the  United 
States  If  they  recognize  that,  once  having  built  or  expanded  here, 
curtailing,  relocating,  or  closing  operations.  If  such  actions 
became  necessary  or  appropriate,  would  be  difficult  or  iinposslble 
to  1n?)le8ient,   Both  Anerfcan  and  foreign  coppanies  thus  would  be 
provided  an  additional  incentive  to  build  and  locate  abroad,  not  in 
the  United  States;  and 

(9)  Would  Substitute  Job  Loss  for  Job  Redistribution  —  The  restriction 
of  plant  relocations  often  would  translate  into  no  jobs  instead  of 
redistributed  jobs.   We  should  recognize  that  the  transfer  of  jobs 
frow  one  region  of  the  country  to  another  is  far  preferable  to  the 
loss  of  jobs  altogether. 

Clearly,  plant  closing  legislation,  such  as  S,  538,  would  raise  more 
questions  than  it  would  answer,  would  cause  more  problems  than  it  would  solve, 
and  would  cost  more  jobs  than  it  would  preserve, 

VI,      POSSIBLE  LONG-TERM  CONSEQUENCES 

Soine  indirect,  long-range  consequences  of  plant  closing  legislation 
could  be  extremely  damaging  to  our  econoiqy. 
If  enactea,  S,  538: 

(1)  May  Lead  to  Government  Subsidies  —  Inefficient  producers  cannot 
continue  to  compete,  even  with  higher  pricing,  unless  they  are 
subsidized  by  the  government.   Plant  closing  legislation,  such  as 
S,  538,  therefore,  contains  a  clear,  though  unexpressed,  preference 
for  inefficient  production  subsi  Hzed  by  taxpayers  over  efficient 
production  taking  place  in  the  free  markets.   Several  bills 
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Introduced  In  the  99th  Congress,  like  many  bills  Introduced  prior 
to  the  99th  Congress,  expressly  favored  direct  government  subsidies 
for  businesses  threatened  with  plant  closings  or  relocations, 
despite  the  disastrous  experiences  in  such  countries  as 
Great  Britain  with  taxpayer-subsidized  companies.    Either  way, 
governioent  policies  that  accept,  sustain,  and,  in  effect,  encourage 
Inefficiency  prcoote  the  governsient  practice  of  subsidization  cf 
losing  business  operations; 

(2)  Hay  Reduce  Incentives  for  Efficient  Production  —  Plant  closing 
bills  could  prove  to  provide  a  disincentive  for  businesses  to 
increase  efficiency.   Given  a  public  policy  of  bailing  out 
inefficient  producers,  the  pressure  on  and  incentive  for  companies 
to  achieve  higher  levels  of  productivity  and  efficiency  would  be 
lessened.   Federal  and  state  assistance  for  companies  unable  to 
compete  with  more  efficient  finas  night  become  accepted  standard 
operating  procedure;  and 

(3)  Hay  Detract  froia  State  and  Local  Government  Programs  —  Ironically, 
despite  the  fact  that  S.  538  would  appropriate  ?980  million  and 
give  70  percent  of  it  to  the  states  to  adciinister  and  uespite  the 
fact  that  it  gives  state  and  local  governments  ti»re  authority  and 
involvement  in  "proposals"  to  close  plants  or  implement  layoffs, 

S.  538  ultimately  would  decrease  cooperation  between  state  and 
local  governments  and  the  business  conminity  because  S.  538  would 
detract  from  state  and  local  government  programs  designed  to 
enhance  and  expand  business  growth.   Without  the  prospect  of  losing 
businesses  to  other  areas  of  the  country  or  foreign  countries, 
local  governments  may  be  less  inclined  to  maintain  reasonable 
levels  of  business  taxes  or  take  otner  steps  to  enhance,  keep,  or 
attract  business  investment.   The  focus  for  sofiie  state  and  local 
governments  inappropriately  may  shift  from  how  to  attract  new 
businesses  to  how  to  "imprison"  old  businesses  at  their  current 
sites. 
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Certainly  there  is  a  cori^)elling  incentive  —  the  preservation  of 
tax  revenues  —  for  local  governnjent  units  to  delay  and  in^jede 
cowpany  closings  and  relocations  or  even  mass  layoffs.  However, 
such  economic  strategies,  although  they  may  produce  short-term 
financial  gains,  would  be  economically  disastrous  in  the  lona  run* 

Employers  do  not  and  will  not  locate  or  expand  operations  in 
locations  in  which  the  governments  are  confrontational  with 
business.   Businesses  do  not  consider  local  governments' 
pro-econoaic  growth  policies  if  those  same  governments  then  force 
businesses  to  negotiate  with  and  indemnify  the  government  every 
time  management  tries  to  implement  la^yoffs  or  make  any  other 
economic  decision  that  has  employment  consequences.  Ironically, 
although  S,  538  is  intended  to  increase  cooperation,  in  many 
instances  it  will  increase  confrontation,  because  it  will  place  the 
local  government  in  the  same  adversary  relationship  to  the  employer 
as  the  union,   Althouc,«  some  provisions  of  S,  538,  particularly  in 
Title  I,  would  increase  collegiality,  a  fundamental  flaw  in  the 
legislation  is  that  it  unnecessarily  would  pit  governments  against 
businesses,   A  good  business  climate  at  the  local  level  —  one  in 
which  businesses  will  choose  to  open  or  expand  operations      is  a 
climate  of  incentives  for  and  cooperation  with  employers,  not  the 
implicit  confrontation  and  adversary  relationship  that  S,  538  would 
foster. 


VII,     THE  SOLUTION  TO  THE  PROBLSH  OF  WORKER  DISLOCATIONS 

Undoubtedly,  plant, closings  can  and  do  create  a  great  deal  of  stress 
and  hardship  for  affected  workers  and  affected  communities.   While  such 
effects  are  regretable,  plant  closings  are  most  often  necessary  and  are 
appropriate  in  a  free  market  system,  which  has  served  as  the  basis  for  our 
country's  economic  strength  and  progress  for  more  than  200  years. 
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In  short*  plant  closings  are  as  fundaoental  as  plant  openings  to  a 
dynamic  economy.   Profitability,  productivity,  and  efficiency  are  not  just 
goals  for  Anerlcan  Industry  —  they  are  requirements  for  business  survival. 

Nonetheless,  the  hardship  and  trauua  of  dislocated  workers  are  a  real 
problem  In  American  society  today  —  a  problem  that  Is  best  addressed  through 
effective  education,  training,  and  retraining  programs,  not  through 
prescriptive  plant  closing  legislation. 

The  solution  to  this  problem  Is^  being  developed  and  Impleniented  as 
follows: 

(1)  Responsible  Employer  Practices  —  Voluntary  corporate  practices  ana 
programs  to  mitigate  the  effects  of  plant  closings  on  workers  and 
cooDunltles  are  growing  In  number,  effectiveness,  and 
sophistication.   Employers,  when  feasible,  often  provide  early 
notification,  severance  pay,  extension  of  medical  and  other 
benefits,  liberalized  pension  provisions  and  eligibility, 
outplacement  assistance  and  counseling,  and  retraining.  The 
Increased  responsiveness  and  responsibility  of  the  business 
ccnaunlty  also  are  reflected  In  the  Increased  cooperation  with 
various  Interested  parties; 

(2)  Retraining,  Education,  and  Placement  Programs  While 
coBsunlcatlon  and  cooperation  with  employees  and,  where  applicable, 
the  local  union  are  essential,  participation  In  existing  federal, 
state,  and  local  government  prograias  that  stress  retraining, 
education,  and  job  placement  also  can  be  extremely  helpful.  In 
this  regard,  many  of  the  recommendations  of  the  Secretary  of 
Labor's  Task  Force  on  Economic  Adjustment  and  Worker  Dislocation, 
which  Issued  Its  report  In  January  1987,  will  be  effective  when  and 
If  they  are  Implemented.   In^the  meantime,  we  must  continue  to  use 
the  measures  available  through  the  OTPA  and -unemployment  .Insurance 
programs ; 
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(3)  Responsive  Collective  Bargaining     The  collective  bargaining 
process  Increasingly  Is  shifting  Its  focus  to  Issues  of  job 
security*  Rather  thMi  wage  and  benefit  Increases*  the  primary  goal 


preservation  of  jobs  and  maintenance  of  benefits  In  the  event  of 
layoffs*   Notification,  retraining,  and  relocation  Increasingly  and 
appropriately  have  become  the  subjects  of  collective  bargaining* 
Moreover,  cooperative  efforts  toward  Increased  productivity  ana 
concession  bargaining  have  become  prominent  examples  of  the 
collective  bargaining  process  adapting  to  current  economic 
conditions*   Good  faith  bargaining,  on  a  two-way  street  between 
management  and  labor,  has  been  and  Is  preserving  thousands  of 
American  jobs;  and 

M  Economic  Improvement  —  Concentration  on  the  causes  of  plant 
closings  —  rather  than  on  the  consequences  —  Is  more 
appropriate*   While  th3  econoiqy  has  ^^rospered  In  recent  years  and 
the  recession  of  the  late  70s  and  early  80s  has  ended  In  stost 
Industries  and  most  parts  of  the  country,  we  should  note  the  causal 
nexus  between  Reagan  Administration  and  Congressional  reforms  and 
the  revltallzatlon  of  American  business*   Legislation  and 
regulation  that  encourage  and  enhance  economic  growth  address  the 
root  of  the  prob'.em  of  plant  closings  —  Its  causes*   Plant  closing 
legislation,  such  as  S*  538,  Instead  focuses  on  the  consequence'^  of 
a  falling  or  unprofitable  business*   Policies  to  assure  sustained 
economic  growth  In  general,  rather  than  the  artlflcally  sustained 
continuation  of  falling  plants,  go  much  farther  toward  preserving 
and  creating  jobs  than  wholesale  government  Intervention  Into 
management  decision-making* 

In  our  dynamic  econoniy,  the  parties  Involved  already  are  addressing  the 
problems  created  by  plant  closings  and  formulating  the  solutions* 


of  some  unions,  particularly  In  financial ly  troubled  Industries,  Is 
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Although  the  Chanber  supports  in  concept  the  theory  that  Incentives 
should  be  developed  to  encourage  companies  to  provide  prenotification 
voluntarily,  we  have  reservations  about  the  Administration's  proposal  to  grant 
an  unemployment  compensation  tax  credit  of  ?200  per  worker  when  such  notice  is 
given  in  a  tiisely  manner.   Such  proposals  as  these  undermina  the  experience 
rating  concept  that  is  designed  to  assess  fairly  and  accurately  unemployment 
costs  to  employers. 

What  is  not  part  of  the  answer  is  plant  closing  legislation  that  would 
create  industrial  paralysis  b:  jiving  vast  new  powers  to  local  governments, 
labor  unions,  and  nonunion  employee  representatives  -  powers  that  correspond 
to  what  may  be  their  incentives  to  impose  impediments  and  delay  fundamental 
roanagt^nt  decision-making  that  disadvantages  them.   Such  legislation  would 
vitiate  the  freedom  and  flexibility  necessary  to  economic  decisions  that  most 
often  are  made  of  necessity  and  in  a  time-sensitive  context.   Plant  closing 
legislation  would  handcuff  employers'  efforts  to  maintain  profitability  and. 
ultic^tely.  would  result  in  additional  business  failures  with  a  corresponding 
pemunent  loss  of  jobs. 

VIH.  CONCLUSION 

^^anagement's  ability  to  make  judgujants  on  workplace  closings  and 
relocations  in  the  same  manner  as  on  other  economic  issues  —  without 
burdensome  and  unwarranted  government  interference  -  is  essential.  Federal, 
state,  or  local  governments'  involvement  in  these  fundanyental  business 
decisions  represents  an  increase  in  regulation  at  a  time  when  more  flexibility 
and  less  regulation  is  necessary. 

Often  what  is  at  stake  is  survival  of  the  company.   Whether  attempts  to 
survive  economically  center  on  layoffs,  however  reluctantly  imposed; 
discontinuation  o   an  unprofitable  product  line;  or  relocation  of  operations 
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to  another  facility,  such  dfeclslons  are  never  made  lightly  and  are  always  made 
In  the  Interests  of  maintaining  competitiveness* 

To  handcuff  employers  —  delaying,  Icpeding,  sonetloes  effectively 
blocking  Management  action  —  would  result  In  Industrial  lniaoblllty.  The 
result  would  be  Institutionalization  of  lower  pr  ductlvlty,  Imbalance  In  our 
collective  bargaining  system,  and,  ultimately,  loss  of  many  jobs  —  some  of 
which  could  have  been  preserved,  many  of  which  might  have  been  relocated. 

Such  legislation  as  S.  538  would  have  just  such  results.   S.  538 
represents  an  assault  on  our  economic  system,  on  our  collectlve'bargalning 
system,  on  our  legal  precedents,  and  on  our  competitive  way  of  aoing 
business.   It  Is  "special  Interest"  legislation  that  ostensibly  benefits  some 
regions  of  the  country  In  the  short  run.   However,  It  also  clearly 
disadvantages  other  regions  of  the  country  In  the  short  run  and  ^  regions  of 
the  country  In  the  long  run.   It  puts  government  where  government  should  not 
be  —  In  the  boardrooms  of  /America,  usurping  management's  prerogatives  to  make 
fundamental  economic  decisions  regarding  the  well-being  of  their  companies. 

Ultimately,  the  Issue  Is  jobs.   Plant  closing  legislation,  such  as 
S.  538,  does  n£t  mean  more  jobs;  It  means  fewer  jobs. 

Worker  dislocation  clearly  is  a  significant  problem  In  our  country,  one 
that  needs  to  be  addressed  responsibly  by  all  affected  parties.   The  proposals, 
of  the  Secretary  of  Labor's  Task  Force  on  Economic  Adjustment  and  Worker 
Dislocation,  as  Incorporated  Into  the  Reagan  Administration's  legislative  and 
budgetary  proposals,  would  represent  a  positive  and  effective  step  forward 
within  the  context  of  voluntary  business  responses. 

However,  mandatory  prenotif Icatlon  and  constiltatlon  requirements,  such 
a$  those  entf)od1ed  In  S.  5:i8,  are  not  part  of  the  answer.  Instead,  they  would 
exacerbate  the  problems  of  plant  closings,  layoffs,  and  dislocated  workers. 

The  U.S.  Chamber  of  Coniaerce  respectfully  urges  Congress  not  to  enact 

S.  538. 
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APPENDIX  I 

ANALYSIS  OF  S>  538,  THE  ECONOMIC  DISLOCATION  AND  WORKER 
ADJUSTMENT  ASSISTANCE  ACT 

Background 

S.  538,  The  Economic  Dislocation  and  Worker  Adjustment  Assistance  Act, 
was  introduced  on  February  19,  1987,  by  Senator  Metzenbaum  (D-*OH)  and  Is 
cosponsored  by  the  other  eight  Denocratlc  mernbers  of  the  Senate  Corxilttee  on 
Labor  and  Human  Resources  and  Senate  Majority  Leader  8yrd  (D-WV). 

Title  I  -  Dislocated  Workers'  Adjustment  Services 

Title  I  would  abolish  Title  III  of  the  Job  Training  Partnership  Act 
(OTPA)  and  appropriate  J980  million  frora  general  re/enues  to  assist  dislocated 
workers.   Title  I  would  establish  a  Dislocated  Worker  Unit  (DWU)  at  the  U.S. 
Department  of  Labor  to  distribute  70  percent  of  the  funding  to  the  states. 
The  DWU  would  hold  30  percent  of  the  funding  In  reserve  for  def.ionstrat1on 
projects  for  retraining,  job  search  assistance,  relocation  assistance, 
vocational  education  and  on-the-job  training,  basic  education  and  literacy 
training,  and  Income  support  for  those  enrolled  In  training  programs.   Title  I 
also  would  call  for  the  formation  of  tripartite  advisory  contulttees  at  the 
state  level. 

The  Chamber  has  no  position  on  the  specific  budget  level  proposed, 
although  we  question  the  wisdom  of  Increasing  expenditures  In  this  area, 
nearly  four-fold  ($230  million  under  the  OTPA  versus  ?980  million  under 
S.  538),  In  view  of  today's  budget  and  fiscal  crisis.   We  believe  that  this 
bill  does  not  go  far  to  consolidate  all  existing  programs.   Noticeably  absent 
from  this  legislation  Is  the  Trade  Adjustment  Assistance  (TAA)  program.  In 
general,  the  TAA  program  provides  tr.e  same  type  of  assistance  to  the  long-tena 
unemployed.   Consequently,  It  should  be  Incorporated  Into  any  comprehensive 
program.   The  Chamber  supports  consolidation  of  all  worker  adjustment 
assistance  programs  and  the  elimination  of  single-Interest,  fragmented 
programs.   After  all,  the  Issue  should  not  be  how  an  Individual  becori^es 
unemployed  but,  rather,  how  to  become  reemployed. 
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Titia  II  "  Advance  Notification  and  Consultation 

Title  II  of  S.  538  would  require  businesses  with  50  or  more  employees 
to  give  advanced  notice  of  "plant  closings  and  mass  layoffs*  to  employees  or 
their  representatives,  state  dislocated  worker  units  (to  be  created  under 
Title  I),  and  local  goverruuents.   The  notice  requirements  are  graduated,  baseo 
on  the  number  of  employees  to  be  displaced:   90  days*  notice  for  layoffs  of 
50-100  enployees;  120  days'  notice  for  layoffs  of  101-499  employees;  and  180 
days'  notice  for  layoffs  of  500  or  raore  employees, 

$•  538  also  would  require  employers  to  consult  and  negotiate  with  union 
representatives  or,  at  nonunion  work  sites,  with  employee  representatives 
selected  by  the  employees  under  procedures  to  be  Implemented  by  the  states  and 
with  local  government  officials,   S,  538  would  require  employers  —  but  not 
states,  unions,  or  employee  representatives  —  to  bargain  In  "good  faith"  and 
"for  the  purpose  of  agr:ee1ng"  (to  alternatives  or  modifications  proposed  by 
state,  union,  and  employee  representatives).   This  duty  of  oargalnfng  not  only 
would  be  highly  subjective  and  open  to  litigation  In  virtually  every  Instance, 
but  gIso  would  far  exceed  any  duty  employers  have  under  the  National  Labor 
Relations  Act. 

Employers  also  would  be  required  to  disclose  substantial  amounts  of 
Information  during  the  consultation/negotiation  period.   The  Information  to  be 
provided  Includes  justification  for  the  closing  or  layoffs,  the  alternatives 
that  were  considered  and  the  reasons  for  ..leir  rejection,  my  plans  with 
respect  to  relocation  of  operations,  any  plans  with  respect  to  disposition  of 
capital  assets,  and  estimates  of  the  anticipated  closing  costs. 
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An  ecployer  could  be  held  liable  to  affected  employees  for  back  pay,* 
reldbursenient  of  nedlcal  and  other  "benefit"  expenditures,  and  reimbursement 
of  attorneys'  fees  and  to  the  local  govern(.ient  for  a  civil  penalty  of  $500  pe." 
day. 

Furthemore,  two  of  the  "new"  provisions  of  this  bill,  which  were  not 
Included  In  the  plant  closing  legislation  considered  In  the  99th  Congress, 
present  riajor  problei.is  for  the  business  cowiunlty:    (1)  a  requirement  to  9lve 
notice  to,  consult  with,  and  possibly  be  liable  to  local  governments,  which 
would  be  forced  Into  an  aaversary  relationship  analogous  to  labor  ana 
management  In  collective  bargaining,  and  (2)  a  requlrenient  to  "bootstrap"  Into 
existence  "union"  representation  where  no  union  exists  for  the  purpose  of 
negotiating  with  the  enployer  on  the  employer's  "proposal"  for  layoffs  —  a 
process  that  woula  be  extraiely  disruptive  to  the  eniployrient  relationship  anu 
would  contradict  the  principles  of  freedom  of  choice  for  workers  regarding 
representation  and  the  procedural  safeguards  of  MKA  representation  elections. 

There  is  no  question  that,  from  an  employer's  standpoint,  the  mandatory 
prenotification  anu  consultation  provisions  of  S.  b36  are  far  more 
objectionable  than  the  requlref.ients  of  H.R.  1616,  The  Labor  llanagement 
Notification  and  Consultation  Act  ot  19&&  —  a  bill  that  was  defeated  on  the 
House  floor  after  five  votes  and  extensive  debate  as  a  simple  90-day 
notitlcation  bill  on  hovenber  21,  1935.    It  is  curious  that  proponents  of  this 
bill.  In  light  of  this  earlier  house  action,  have  proposed  a  bill  that  is  much 
wore  restrictive  and  objectionable  to  the  business  ccr:ii.iunity.    It  is  even  more 
curious  because  of  the  expensive  consensus  recornendations  of  the  Secretary  of 
Labor's  Task  Force  on  Econonic  Aajustment  and  t^orker  blslocaiion  that  were 
agreed  to  by  representatives  from  labor,  L^nagenent,  government,  and 
acadenia.   The  Task  Force  did  not  recorxiend  either  Ltanuatcry  prenotlticatlon 
or  mandatory  consultation. 

Ttie  business  corr.iun1ty  remains  adai.«antly  opposed  to  the 
consultation/negotiation  requirements  of  S.  b38  that  place  a  much  hii^her 
burden  on  employers  to  justify  their  business  decisions  and  bargain  in  "yooa 
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faith"  than  currently  exists  or  has  ever  existed  under  federal  labor  law. 
These  standards  would  be  extrenely  hard  to  neet,  woula  place  the  buroen  on  the 
employer  to  prove  conpliance,  and  would  invite  litigation  and  extensive 
aelay.   This  includes  the  possibility  ot  court-ordered  injunctive  relief  while 
it  is  determined  whether  an  employer  has  net  the  unreasonably  high  burdens  of 
prenotif ication,  consultation,  negotiation,  and  information  disclosure. 

Title  in  -  Dislocated  Workers'  Dei.wnstrationt  Exer»plary.  and 
Discretionary  Prograns 

Title  Ml  of  S.  b3d  would  establish  special  aemonstration  projects  to 
test  new  approaches  to  retraining  and  job  creation.   These  derwnstration 
projects  include  a  feaerdl  loan  program  for  training  for  dislocatea  workers 
and  a  public  works  enployiaent  aeuon strati on  program. 

The  Cdai^er  supports  the  intent  of  Title  MI  —  to  assist  alslocatea 
workers  in  obtaining  "enployability"  skills      however,  we  question  the  logic 
of  Part  A:    bislocateo  itoikers  Trdininb  Luun  beLonstration  Frugraia. 
Generally,  dislocated  workers  are  faced  with  liciense  financial  ano  personal 
circumstances.   The  teriporary  loss  of  perr.anent  eMployr.iCnt  places  unique 
pressures  on  an  individual  who,  generally,  has  few  reenploynent  skills.  This 
period  of  uneriployiient  is  a  tirie  that  should  be  o^voteu  to  proven  job  r^^entry 
practices,  (I.e.,  counseling,  referral  to  rer.ieaial  education  ana/or  training 
prograiis,  jot  clips,  and  placeLent.   Further,  it  is  not  a  tiric  to  be 
encouraging  entrepreneurial  endeavors  for  which  the  individual  has  little 
Chance  of  success;  which  woula  delay  reentry  Into  the  work  forte;  which  coula 
further  discourage  the  uneiriployed  worker;  and  whicit  could  Increase  relateo 
unenployjient  insurance  costs. 

EFFECTS  OH  LAbOk-ri/tfjAGEhENT  KEALATIONS 

If  enacteo,  S.  538  would  upset  the  balance  in  our  labor-uanageraent 
relations  laws  in  several  sii^nificant  wa>s.   S.  !>3b  would : 
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0    Effectively  Veverse"  National  Labor  Relations  Board  (KLRB)  and 
court  decisions  recognizing  the  fundaoental  right  of  ecployers  to 
open  and  close  businesses; 

0    Give  organized  labor  a  disincentive  to  participate  in  concession 
{'■^.rgaining  and  increased  —  and  unfair  —  leverage  in  the 
negotiation  process; 

0    Provide  an  iR»ense  organizing  advantage  to  unions  because  of  the 
provision  requiring  states  to  inipleoent  procedures  to  select 
employee  representatives  to  negotiations  at  nonunion  workplaces;  and 

0    Disrupt  the  already  substantial  requireoents  to  bargain  in  good 
faith  and  the  freely  negotiated  provisions  in  wany  collect<-*e 
bargaining  agreewents.  The  result  vrould  be  legal  chaos  regarding 
the  rights  and  responsibilities  of  the  parties  covered  by  these 
existing  provisions. 

The  increased  leverage  of  organized  labor  in  collective  bargaining 
would  be  substantial.   By  lapeding  conpanies'  ability  to  transfer  operations 
or  inpleoent  reductions-in-force.  unions  would  be  insulated  from  the  iwaediate. 
adverse  consequences  of  waking  unreasonable  demands  on  businesses.  Organized 
labor  thus  would  be  given  a  disincentive  to  particip*,te  in  concession 
bargaining,  increased  leverage  in  the  negotiation  process,  and  inaunity  —  to 
the  point  of  bankruptcy  -  fro«  the  negative  raaifications  of  a  financially 
troubled  business. 

Even  wore  alanaing  is  the  disruption  that  S.  53S  would  create  by 
contradicting  long-tstablished  labor  law  precedents.   Hie  HLRB  and  the  courts 
have  reaffinned  repeatedly  the  doctrine  that  an  eoployer  has  a  fundaaental 
right  to  open  and  close  its  businesses.   This  doctrine  would  be  "reversed-  by 
S.  538. 
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The  seminal  decision  Is  by  the  U*S*  Supreme  Court  In  First  National 
Maintenance  Corp.  v.  NLRB,  452  U*S*  666  (1981)*    In  that  case,  the  Court 
reviewed  a  doctrine  analogous  In  many  ways  to  prenotlflcatlon.   The  Court 
recognized  the  hana  which  Inappropriate  prenotlflcatlon  can  cause.   At  Issue 
was  whether  federal  labor  law  required  an  employer  to  bargain  collectively 
regarding  a  decision  to  close  or  to  relocate  a  portion  of  an  operation.  The 
Court  said  "no,"    In  balancing  the  Interests  of  the  employees  against  those  of 
the  employer.  Justice  Blackmun,  writing  for  the  majority,  noted  that:  ,^ 

[HJ^nagement  may  have  great  need  for  speed,  flexibility,  and 
secrecy  in  meeting  business  opportunities  and  exigencies.    It  way 
face  significant  tax  or  securities  consequences  that  hinge  on 
confidentiality,  the  tfming  of  a  plant  closing,  or  a  reorganization 
of  the  corporate  structure.   The  publicity  incident  to  the  normal 
process  of  bargaining  may  injure  the  possibility  of  a  successful 
transition  or  Increase  the  economic  damage  to  the  business, 
(452  U,S.  at  678-9) 

The  public  announcement  of  a  closing  or  relocation  may  jeopardize  the 
ultiiaate  survival  of  remaining  operations  because  of  the  effect  it  may  have  on 
creditors,  suppliers,  customers,  potential  customers,  key  personnel,  potential 
investors,  and  lending  institutions.   Furthermore,  public  disclosures  of 
heretofore  confidential  information  msy  place  the  affected  operation  and  the 
parent  coB^jany  at  a  competitive  disadvantage  or  may  jeopardize  the  sale  of  the 
affected  facility.   Even  the  mandatory  notificatioii  requirements  (rather  than 
the  mandatory  consultation  requirements)  of  plant  closing  legislation,  such  as 
S,  538,  thus  are  clearly  contrary  to  the  Interests  that  have  been  carefully 
balanced  under  current  case  law,   Furtherciore,  these  prenotlflcatlon 
requirements  ultimately  threaten  the  economic  survival  of  financially  troubled 
businesses. 
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APPEHDIX  II 
THE  CONTEXT  OF  PLANT  CLOSING  DECISIONS 


PUnt  closing  bills  tend  to  be  attractive  politically  because  of  the 
very  tangible  consequences  of  plant  closings  or  relocations  ana  the  coverage 
that  these  con^^equcnces  receive  In  the  nedla.  When  a  t^lant  Is  closed  or 
operations  are  transferred  to  another  facility,  the  dislocations  are  visible: 
one  can  fllM  the  locked  plant  gates  and  Interview  workers  who  have  been  laid 
off.  Conversely,  one  cannot  photograph  the  plants  that  will  not  be  built  or 
Interview  workers  who  will  not  have  jobs  as  a  result  of  plant  closing 
legislation* 

Despite  the  fact  that  the  plant  closing  Issue  can  be  emotionally  ana 
politically  charged,  put  In  perspective,  this  Issue  Is  neither  slnpHstlc  nor 
singular.  Hany  Interests  are  at  stake,  and  many  factors  Influence  the 
decision  to  close  or  relocate  a  plant. 

The  causes' of  and  the  problems  created  by  the  closing  of  a  facility 
affect  not  only  rank-and-file  eirployees  and  the  coiaraunlty  but  also  tnanageroent 
esployees,  stockholders,  suppliers,  investors,  creditors,  and  related 
companies,  divisions,  and  subsidiaries.   The  Interests  at  stake  are  conolex 
and  diversified.  For  example,  the  fiduciary  responsibility  of  a  company  to 
Its  stockholders  or  the  financial  responsibility  of  a  company  to  Its  creditors 
nay  necessitate  a  decision  to  cease  operations  at  an  unprofitable  plant. 

Sinllar  to  the  diversity  and  con|)lex1ty  of  the  constltuencl'is  with  a 
stake  In  the  profitability  of  a  local  plant  are  the  diversity  and  complexity 
In  the  factors  Influencing  the  decision  to  close  or  relocate.   These  factors 
Include  the  following: 

0  proxinlty  and  accessibility  to  laarkets; 

0  costs  of  utilities  and  transportation; 

0  access  to  Investors  and  Institutional  capital; 

0  ability  to  recruit  key  personnel; 
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0    access  to  academic  leaders  and  facilities  for  consulting  or 

research  and  development; 
0    labor  costs; 

0    necessity  or  advisability  of  automation; 

0    necessity  of  vacating  decaying  or  Inadequate  physical  plants; 

0  climate; 

0    foreign  competition; 

0    access  to  and  cost  of  natural  resources;  and 
0    the  regulatory  and  tax  advantages/disadvantages  of  a  particular 
state  or  locality. 

Hie  ultimate  factor,  of  course.  Is  the  ability  to  compete*  Employers 
are  not  Inclined  to  close  profitable  businesses  and  ars  Inclined  —  or  more 
accurately,  forced  —  to  close  unprofitable  ones. 
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APPFJiDIX  III 
THE  OPPOSITION'S  ARGUMENTS 


(1)  Some  proponents  of  S.  538  clain  that  employers  are  motivated  only 
by  money  and  are  leaving  profitable  plants  for  still  higher  profits 
at  other  locations. 

counterpoint;   Employers  do  not  close  profitable,  efficient  plants 
—  they  can  be  used  or  sold,  fiost  plant  closings  or  layoffs  are 
those  of  financially  troubled  en^loyers  and  are  necessary  responses 
to  deficiencies  In  profits  and  productivity. 

(2)  Sooe  proponents  of  S.  538  claim  that  employers  are  relocating  from 
the  "rust  belt"  to  the  "sun  belt"  simply  to  "break"  their  unions. 

Counterpoint:   Employers  sometimes  can  and  sometimes  cannot 
relocate  operations  from  a  union  plant  to  a  nonunion  plant.  The 
Issue  Is  controlled  by  the  National  Labor  Relations  Act  as 
Interpreted  by  a  series  of  cases.  Including  Supreme  Court 
decisions.  The  rights  and  equities  of  the  various  affected  parties 
have  been  balanced  adequately  and  appropriately  by  the  courts. 

(3)  Some  proponents  of  S.  538  argue  that  It  Is  necessary  to  save  jobs. 

Counterpoint:   Prenotlflcatlon  does  not  save  jobs  —  profits  do. 
For  example,  the  plight  of  the  steel  Industry  Is  unrelated  to 
prenotlflcatlon  or  consultation.   Ultimately,  S.  538  Is  nut  a  jobs 
bill. 

(4)  Some  proponents  of  S.  538  say  that  prenotlflcatlon  Is  appropriate 
simply  on  the  basis  of  fairness. 

Counterpoint:   Prenotlflcatlon  Is  fair  and,  whcr.  feasible,  a  ccnfnon 
practice  among  employers.   The  problem  Is  that  notification  far  In 
advance  often  Is  Infeaslble.   The  plight  of  financially  troubled 
employers  often  changes  day-to-day  pending  results  on  major 
contract  bids,  financing  efforts,  and  attempts  to  attract  new 
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capital.  Sonetlues  prenotlflcatlon  would  hurt  employees  other  than 
those  being  laid  off  because  It  would  contribute  to  further 
financl&l  decline  and  ultimately  cost  more  Jobs.  Furthcmioret 
layoffs  for  a  large  corporation  in  a  volatile  market  often  occur 
weekly  and  without  significant  foreseeablllty.  Mandatory 
prenotlflcatlon  also  would  create  a  disincentive  for  unions  to 
participate  In  necessary  concession  bargaining,  because  unions 
would  be  reassured  that  no  changes  could  be  Itnplemented  until  after 
tlio  employer  had  coB^)11ed  with  the  t1nie-con2uw1ng  requirements  of 
S.  538.   The  union  eight  delay  serious  bargaining  until  the 
employer  first  gave  notice  of  Intended  layoffs. 
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U5.  CHAMBER  OF  COMMERCE 


Buslncs^G<>vcnuncnt  Policy  DcpAfuncnt 


March  26,  1987 


Jim  Brudney,  Esq. 

Chief  Counsel 

Subconmittee  on  Labor 

Committee  on  Labor  and  Human  Resources 

608  Hart  Senate  Office  Building 

Washington,  D.C.  20510 

Dear  Jim: 

I  am  responding,  on  behalf  of  Allan  Thieme  of  Amtgo  Sales,  Inc.  to  cue. 
questions  which  were  posed  by  th«  Subconmittee  as  a  followup  to  the  March  10 
hearing  on  the  plant  closings  issue  at  which  Mr.  Thieme  testified  on  behalf  of 
the  U.S.  Chamber. 

(1)  In  rej^ards  to  the  question  whether  injunctive  relief  would  be 


available  to  employees  or  local  government  officials  under  S.  538, 
the  answer  is  "yes." 

The  remedy  provisions  of  S.  538  do  not  define  the  remedies 
available  to  plaintiffs  as  "exclusive"  remedies.    In  fact,  S.  538 
acts  quite  to  the  contrary,  stating  in  Section  206  that: 

The  rights  and  remedies  provided  to  employees 
by  this  title  are  in  addition  to,  and  not  in 
lieu  of,  any  other  contractual,  statutory,  or 
other  legal  rights  and  remedies  of  the 
employees,  and  are  not  intended  to  alter  or 
affect  rights  and  remedies  available  under 
existing  laws  (emphasis  added). 

Section  206  not  only  does  not  prohibit  injunctive  relief,  it  in 
effect  encourages  petitions  for  injunctions  and  leaves  their 
application  to  the  discretion  of  the  courts. 

This  is  particularly  true  in  light  of  the  Supreme  Court's 
holding  in  Calif ano  v.  Yamasaki,  UU2  U.S.  701  (1979)  that: 

Absent  the  clearest  comrand  from  Congress  to 
the  contrary,  the  federal  courts  retain  their 
equitable  power  to  issue  injunctions  in  suits 
ovei"  which  they  have  retained  Jurisdiction. 
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It  is  clear  that  federal  district  courts  would  retain  the 
authority  to  grant  preliminary  injunctive  relief  to  prevent  an 
irreparable  injury  in  order  to  preserve  the  court's  ability  to 
render  a  meaningful  decision  after  thb  trial  on  the  merits.  Of 
course,  it  is  not  necessary  for  an  aggrieved  person  to  prove  a 
violation  to  obtain  interim  relief.    Rather,  all  that  need  be 
established  is  tha^  therp  is  a  likelihood  ol  prevailing  on  the 
merits  and  that  failure  to  provide  such  relief,  pending  final 
disposition  of  iche  case,  will  cause  irreparable  injury.    A  trial  en 
the  merits  cau  take  several  months  or  even  years  to  ultimately 
resolve,  with  the  preservation  of  the  status  quo  by  the  courts  to 
the  decided  advantage  of  those  employees  who  vould  have  been  laid 
off  and  substantial  disadvantage  of  the  employer. 

Given  that  S.  538*s  com ultation/negotiation  requirements  place 
a  much  higher  burden  on  employers  to  Justify  their  business 
decisions  and  bargain  in  "good  faith  ...  for  the  purpose  of 
agreeing"  than  currently  exists  or  has  ever  existed  under  federal 
labor  law,  the  ability  of  employers  to  disprove  plaintiffs*  charges 
of  noncompliance  and  avoid  court-ordered  injunctive  relief  would  be 
limited.    Employees  who  are  about  to  lose  their  Jobs  would  not  only 
have  the  incentive  to  delay  implementation  of  layoffs,  they  would 
have  the  ability  to  do  so.    The  potential  for  a  deliberate  strategy 
of  delay  through  litigation  would  be  a  substantial  threat  to 
financially-troubled  businesses. 

In  regards  to  the  question  as  to  whether  the  Chamber's 
opposition  to  S.  538  as  "special  interest"  legislation  is 
inconsistent  with  the  Chamber's  qualified  support  for  the 
Administration's  worker  adjustment  assistance  proposal,  the  answer 


The  Administration's  proposal  reflects  a  consensus  approach 
taken  by  Secretary  Brock's  Task  Force  on  Economic  Adjustment  and 
Worker  Dislocation.    In  good  faith,  and  recognizing  that  this 
proposal  was  agreed  to  by  a  broad  philosophical  spectrum  of  Task 
Force  members  nearly  unanimously,  including  all  of  the  union  and 
management  representatives,  the  Chamber  conceptually  supports  this 
initiative  as  a  response  to  the  critical  problem  of  worker 
dislocations. 

However,  Title  II  of  S.  538  represents  a  betrayal  of  this 
consensus  approach,  and  fails  to  acknowledge  that  a  i980  million 
federal  program  may  vitiate  the  "need"  for  mandatory  notice  and 
consultation/negotiation  requirements.    To  the  extent  that  these 
provisions  would  benefit  a  relatively  small  member  of  workers  to 
the  detriment  of  more  numerous  workers,  employers,  and  our  economy 
at  large.  Title  II  of  S.  538  is,  in  fact,  "special  interest" 
legislation  which  the  Chamber  finds  highly  objectionable. 


is  "no." 
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I  hope  these  responses  are  useful  ii  your  consideration  of  this 
legislation. 

Sincerely, 

Mark  A.  de  Bernardo 
Manager  of  Labor  Law  and 
Specicl  Counse.l  for  Domestic 
Policy 
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Senator  Metzenbaum.  Mr.  Thieme,  let  me  first  compliment  you. 
I  think  you  are  a  good  example  of  the  free  enterprise  system  and 
the  free  enterprise  system  working  well.  I  think  you  are  a  small 
employer  with  a  real  community-minded  responsibility,  and  I  think 
you  represent  thousands  of  other  small  employers  who  fit  into  that 
category. 

We  are  concerned  about  small  business,  and  we  do  not  w£int  to  * 
do  anything  in  this  Committee  to  adversely  impact  small  business. 
So  I  would  say  to  you  that  we  do  not  look  at  the  problem  as  being 
you  on  one  side,  and  ourselves  on  the  other  side.  We  are  prepared 
to  reason,  to  work  with  small  business,  we  are  prepared  to  work 
with  larger  corporations  as  well.  We  do  not  see  this  legislation  as 
an  attempt  to  be  hurtful,  to  be  punitive,  to  do  anything  that  pro- 
vides an  impediment  to  the  free  enterprise  system. 

I  came  out  of  that  system  myself,  before  I  came  to  the  United 
States  Senate.  So  I  would  say  to  you,  let  us  not  conclude  that  you 
are  one  place,  and  we  are  another  place.  We  are  prepared  to  sit 
down  and  try  to  work  out  with  you  and  those  you  represent,  any 
problems  that  appear  to  be  intolerable,  to  see  that  we  do  not  place 
any  unnecessary  new  burdeas  on  the  business  community. 

Senator  Simon. 

Senator  Simon.  I  would  concur  completely  with  what  Senator 
Metzenbaum  had  to  say.  I  think  a  properly  drafted  plant  closing 
section  can  in  fact  lower  unemployirent  insurance  costs  for  small 
businesspeople.  I  used  to  be  in  your  kind  of  a  situation.  I  was  in 
business.  I  do  not  want  to  do  that. 

Mr.  Doyle,  I  appreciate  your  constructive  comments.  I  appreciate 
the  policy  of  General  Electric  on  plant  closings  and  layoffs.  Your 
suggestion  that  we  make  a  differentiation  between  the  layoffs  and 
plant  closings,  I  think,  is  a  constructive  suggestion. 

I  am  going  to  be  asking  for  a  few  people  from  both  labor  and 
management  to  get  together  and  see  if  we  cannot  v/ork  out  some 
practical  compromises,  and  you  are  going  to  get  an  invitation  to  be 
one  of  those  people. 

I  thank  both  of  you,  and  I  thank  you,  Mr.  Chairman. 

Senator  Metzenbaum.  Thank  you  very  much,  Mr.  Doyle  and  Mr. 
Thieme.  And  thank  you,  Mr.  Ining,  for  your  willin/jness  to  return 
on  the  26th. 

That  concludes  today's  hearing.  If  we  have  additional  questions— 
and  we  may— we  will  submit  them  to  you  in  writing  and  hope  that 
you  will  be  good  enough  to  respond,  and  they  will  be  included  in 
the  record. 

[Additional  material  supplied  for  the  record  follows:] 
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Before  the 

 UNITED  STATES  SENATE 

COMMTITEE  ON  LABOR  &  HUMAN  RESOURCES 
SUBCOMMTITEE  ON  LABOR 

APRIL  7, 1987 
WASHINGTON,  DC 


Statement  of  the 

AMERICAN  TRUCKING  ASSOCLVTIONS 

On 

S.  538  ~  ECONOMIC  DISLOCATION  AND  WORKER 
ADJUSTMENT  ASSISTANCE  ACT 


Thomas  J.  Donohuc 
President  &  Chief  Executive  Officer 
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INTRODUCTION 


The  American  Trucking  Associations  submits  this  state- 
ment in  opposition  to  the  notice  and  consultation  provisions 
contained  in  Title  II  of  S.  538,  the  Economic  Dislocation  and 
Worker  Adjustment  Assistance  Act  of  1987.    Through  its  51 
affiliated  trucking  associations  located  in  every  state  and 
the  District  of  Columbia,  10  affiliated  conferences,  and 
several  thousand  individual  motor  carriers,  ATA  represents 
every  type  and  class  of  motor  carrier  in  the  country: 
fcr-hire  and  private;  regulated  and  exempt. 

The  American  trucking  industry  provides  an  essential 
transportation  service  to  the  largest  economy  In  the  world. 
Employing  more  people,  handling  more  freight  and  tiraveling 
more  miles  than  any  other  transportation  mode,  it  is  the 
largest  form  of  transportation  in  the  country. 

In  the  last  ten  years  the  trucking  industry,  like 
American  business  as  £  whole,  has  experienced  economic  condi- 
tions that  resulted  in  large  numbers  of  plant  shutdowns  and 
employee  layoffs.    No  one  welcomes  these  occurrences,  nor  can 
anyone  dispute  the  desirability  of  taking  every  step  possible 
to  ameliorate  the  effects  of  such  events.    Thus,  ATA  supports 
the  principle  of  providing  retraining  and  placement 
assistance  to  workers  affected  by  economic  dislocation,  the 
stated  goal  of  S.  53B. 
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Where  we  part  ccapany  with  the  bill's  proponents  is  with 
its  inflexible  notice  and  consultation  provisions,  which 
would  impose  enormous  burdens  on  business  and  bring  about 
results  inimical  to  this  goal.    Economic  reversals  do  not 
occur  according  to  prescribed  formulae.    Consequentlyr  there 
is  no  universal  prescription  for  correcting  such  reversals. 
On  the  contrary,  business  needs  the  flexibility  to  address 
each  problem  according  to  its  own  unique  circumst':ices. 


S.  538  would  require  that  companies  give  a  minimum 
notice  of  90  days  before  undertaking  a  plant  clos^n^*  or  "mass 
layoff**.    The  trucking  industry  (as  certain  characteristics 
that  make  it  infeasible,  if  not  impossible,  to  comply  with 
this  inflexible  notice  and  consultation  standard.    First  and 
foremost  is  the  fact  that  the  sole  service  that  trucking 
operations  provide  is  moving  shippers'  goods  from  one  point 
to  another.    Thus,  trucking  companies  must  be  able  to  adjust 
thei?  eraployatnt  levels  to  accommodate  freight  orders 
received  from  shippers.    As  discussed  below,  shipping  volumes 
nay  fluctuate  on  a  monthly,  or  even  a  weekly  basis,  when 
shipping  orders  are  high,  truckers  need  sufficient  numbeirs  of 
employers  to  move  freight  quickly*    Conversely,  when  orders 
drop,  companies  need  the  flexibility  to  lay  off  employees 
temporarily,  thus  avoiding  the  payroll  costs  for  employees 
who  are  temporarily  not  producing  revenues. 


DESCRIPTION  OF  THE  TRUCKING  INDUSTRY 
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Second,  trucking  companies,  in  particular  less~than~ 
truckload  (LTL)  carriers,  must  be  able  to  locate  where  they 
will  be  able  tc  move  freight  efficiently.     LTL  carriers, 
operate  out  of  a  hub  system,  which  .s  a  complex  network  of 
terminal  facilities*    In  the  LTL  business,  small  trucks  are 
dispatched  to  pick  up  freight  at  the  shipper's  docks  and 
transport  it  to  a  terminal,  where  it  is  loaded  and  shipped  to 
a  destination  terminal*    At  this  point,  the  process  is 
reversed  and  the  freight  is  placed  in  smaller  trucks  for 
delivery  to  consignees  along  a  specific  route.    It  is 
important  that  LTL  carriers  locate  near  major  roads  and 
highways* 

This  bill  could  impede  the  ability  of  carriers  to 
relocate  when  circumstances,  such  as  highway  construction, 
mske  a  termin&l  location  obsolete.    Under  one  reading  of  the 
bill,  an  LTL  company  operating  in  the  D*C.  area  could  be 
required  to  give  notice  even  if  its  management  decided  to 
close  a  terminal  in  Fairfax  County  and  relocate  it  in  Prince 
George's  County,  if  this  were  construed  as  an  involuntary 
employment  loss. 


As  stated  above,  in  the  last  ten  years  the  trucking 
industry  has  experienced  significant  turmoil  and  change. 
While  American  industry  in  general  has  had  to  erdure  the 
economic  recession  of  the  early  1980's,  the  trucking 
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industry's  problems  hav«  been  exacerbated  by  passage  of  the 
Motor  Carrier  Act  of  1980  (MCA),  and  by  higher  insurance 
preniums  and  increased  taxes. 

The  main  goals  of  the  MCA  were  to  enhance  competition  by 
easing  entry  requirements  into  the  trucking  industry  and 
increasing  the  availability  of  price/service  options,  a 
process  that  had  already  begun  through  ICC  action.  Price 
competition  following  its  passage  became  intense.  Moreover, 
in  the  twelve  months  following  passage  of  the  MCA, 
approximately  30,000  requests  for  new  or  modified  opernting 
authority  were  filed  with  the  ICC. 

During  this  period,  the  recession  was  taking  a  toll  on 
trucking  in  the  form  of  downward  trends  in  profit  margins, 
volume  of  intercity  motor  freight  traffic  (par  icularly  among 
carriers  of  general  freight),  and  a  resultant  decline  in 
industry  employees. 

Although  the  number  of  for-hire  companies  has  increased 
over  the  past  ten  years,  the  industry  has  experienced  high 
rates  of  bankruptcies,  mergers,  cessations  of  operations,  and 
reductions  in  operations.    Between  1978  and  1986,  for 
example.  Dun  &  Bradstreet  figures  show  that  the  number  of 
for~hire  carriers  increased  from  67,000  to  85,000,  almost  27 
percent.    During  the  same  period,  the  number  of  carrier 
failures  rose  from  162  to  1548  per  year.    Over  two-thirds  of 
these  failures  occurred  between  1983  and  1986,  an  indication 
that  the  trucking  industry  did  not  expand  along  with  other 
segments  of  the  economy.    Moreover,  in  1986  the  failure  rate 
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for  trucking  companies  was  182.1  per  10,000  companies, 
compared  to  120  per  10,000  for  all  businesses. 

In  sum,  the  past  ten  years  have  been  far  from  rosy  for 
the  trucking  industry.    In  order  to  address  the  problems 
associated  with  the  recession  and  to  position  themselves  to 
compete  in  a  deregulated  market,  companies  have  had  to  make 
any  number  of  changes  in  their  operations.    Among  their 
competitive  responses,  companies  have  curtailed  or  terminated 
service  to  areas  previously  served,  altered  the  kinds  of 
commodities  they  carried  or  changed  the  manner  of  transport 
(e.£.,  from  less-than-truckload  to  truckload).    To  accomplish 
these  ends,  companies  were  bought  and  sold,  mergers  occurred, 
and  many  companies  simply  ceased  operations.    A  natural 
consequence  of  such  changes  were  duplications  in  personnel 
and  terminals,  which  necessitated  closing  some  operations  and 
either  relocating  or  terminating  employees.    These  companies 
would  have  been  severely  hamstrung  if  their  responses  had 
been  limited  by  the  notice  and  consultation  requirements  of 
S.  538. 

TYPICAL  TRUCKING  COMPANIES'  REACTIONS  TO  S.538 

ATA's  objections  to  S.  538's  notice  and  consultation 
provisions  are  not  simply  theoretical  assertions.    A  number 
of  our  members  confirm  that  a  minimum  90-day  notice  and 
consultation  with  government  and  employees  is  unworkable  in 
a  typical  trucking  operation*    As  an  industrial  relations 
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nanager  for  a  large  Midwestern  company  puts  it: 

During  th«  early  80's,  we  were  forced  to  move  two 
large  terminals,  one  in  the  sunbelt  and  the  other 
in  the  midwest.    We  closed  these  terminals  not  to 
take  any  punitive  measures  against  our  employees, 
but  simply  to  go  where  the  work  was.    We  were, 
and  remain  a  union  company,  and  we  made  the  move 
according  to  provisions  of  the  national  master 
freight  agreement,  which  protects  our  employees. 

If  we  had  had  to  abide  by  this  bill's 
requirements,  we  would  have  been  severely 
affected  by  loss  of  market  share  in  these  two 
markets.    The  very  nature  of  our  business  makes 
it  impossible  to  predict  shutdowns  and  layoffs  in 
most  cases.    Cur  schedule  depends  upon  the  needs 
of  the  shipping  public.     If  shipping  orders  taper 
off  or  are  cancelled,  we  simply  have  no  need  for 
a  large  labor  force,  and  simple  arithmetic 
dictates  that  we  can't  pay  employees  just  to  be 
available  in  case  we  need  them.    We  have  to  be 
able  to  lay  off  with  short  notice. 

A  president  of  a  much  smaller  firm,  also  alluding  to 
truckings'  ties  to  shippers,  makes  the  same  point.  Truckers, 
he  says,  must  locate  where  shippers  locate.    Consequently,  if 
a  shipper  shuts  down  a  facility,  and  moves  it  to  a  new 
location,  a  trucking  company  servicing  the  shipper  may  be 
required  to  move  its  terminal  quickly  to  remain  near  the 
shipper,  and  thus  remain  competitive.    The  need  to  react 
quickly  to  shippers  also  makes  it  rarely  possible  to  predict 
the  length  of  layoffs.    Thus,  because  industry  layoffs  tend 
to  be  of  "indefinite  duration,"  trucking  firms  would  be 
required  to  comply  with  S.  538  each  time  they  faced  layoffs. 
This  same  executive  indicates  that  one  effect  of  S.  538  could 
be  that  smaller  companies  might  resort  to  using  more  leased 
employees  to  avoid  the  50-employee  limit. 

We  also  heard  from  the  president  of  a  company  that  is 
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reorganizing  under  Chapter  11  of  the  Bankruptcy  law.  He 
explained  that  prior  to  filing  under  Chapter  11,  his  company 
was  a  LTL  general  coModities  carrier  employing  over  3,000 
people  throughout  the  midwest  and  eastern  United  states.  The 
company  owned  67  terminal  facilities,  and  had  annual  revenues 
in  excess  of  $160  million.    The  company  is  now  operating  as 
an  intrastate  company  with  50  employees  working  from  three 
facilities,     its  annual  revenues  is  approximately  $3.S 
million.    According  to  the  company  president,  it  went  into 
Chapter  11  for  three  primary  reasons:     continued  losses;  a 
major  lender  "pulled  the  plug";  and  a  consequent  shortage  of 
capital. 

He  said  that  the  company  complied  with  the  notice 
provisions  contained  in  its  union  agreement,  and  it  was  a 
comparatively  orderly  process.    This  company  president  opined 
that  if  he  had  been  forced  into  a  more  lengthy,  cumbersome 
consultation  process  prior  to  filing  his  Chapter  11  petition, 
his  business  would  have  completely  deteriorated  and  there 
would  not  be  even  a  downsized  company  today. 

As  suggested  above,  aside  from  deregulation  and  the 
recession,  there  are  certain  characteristics  of  the  trucking 
industry,  such  as  its  dependency  on  shippers,  that  make  rigid 
notice  and  consultation  requirements  infeasible.  For 
example,  freight  volumes  show  wide  fluctuations,  certainly 
throughout  the  year  but  also  within  a  given  month  and  even  a 
week.     Large  consolidation  centers  that  may  employ  500,  600, 
or  700  drivers  and  dock  workers  during  peak  traffic  periods 
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can  easily  see  that  figure  drop  by  "50  or  more  employees" 


often  in  the  span  of  a  week  (and  certainly  "during  any  30-day 
period"  as  specified  in  the  legislation)  during  slower  work 
periods.    Although  many  of  these  individuals  may  not  be 
considered  "full-time"  employees,  they  certainly  do  "in  the 
aggregate  work  at  least  2,000  hours  per  week,"    A  literal 
reading  of  S.  538  would  trigger  the  notification  and 
consultation  requirements  for  such  operations  on  a  weekly 
basis,  a  result  that  would  unreasonably  affect  their  business 
practices . 

Another  problem  relates  to  trucking  equipment.  Probably 
in  no  other  industry  is  the  sole  means  of  generating  revenue 
so  tightly  regulated  as  the  truck  is  in  our  industry.  Any 
changes  made  by  Federal,  state  or  local  governments  in 
vehicle  sizes,  weights  or  other  factors  relating  to  the 
vehicle  (e.g. ,  hazardous  materials  routing)  can  impact 
employment  levels.    The  imposition  of  operating  restrictions 
on  certain  types  of  equipment  (e.g.,  twin  trailers)  often 
necessitates  extensive  rerouting,  which  in  turn  may  require 
transfer  of  drivers  from  one  location  to  another. 
Conversely,  the  lifting  of  a  restriction  (e.g. ,  the  Wyoming 
Demonstration  Project,  a  project  under  which  Congress 
permitted  tractor  semi-trailer  combinations  to  exceed  the 
normal  weight  and  length  limits  on  interstate  highways)  can 
have  the  same  effect. 

Another  carrier  related  the  following  story  hic/hlighting 
the  problems  it  would  have  faced  had  the  notification  and 
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consultation  provisions  of  S.  538  been  in  effect  several 

years  ago,  when  an  action  by  the  federal  government 

threatened  the  viability  of  the  company's  largest  facility: 

Because  the  federal  government  imposed  a  ban 
on  all  commercial  vehicles  operating  on  a  highway 
which  directly  served  the  terminal,  our  company 
was  faced  with  the  difficult  task  of  attempting 
to  reroute  virtually  all  its  traffic  to  and  from 
the  northeast  within  days  of  the  imposition  of 
the  ban.    This  "change  of  operation"  was  handled 
in  accordance  with  procedures  outlined  in  the 
National  Master  Freight  Agreement  but  would  have 
been  made  immeasurably  more  difficult,  if  not 
impossible,  with  the  additional  burden  suggested 
by  S.  538. 

The  experiences  of  each  of  the  carriers  discussed  in 
this  statement  reflect  the  fact  that  the  unionized  portion  of 
the  trucking  industry  has  made  provisions  to  give  notice  to 
affected  employees.    The  National  Master  Freight  Agreement 
creates  a  "change  of  operations  committee"  with  whom 
companies  must  consult  before  mass  layoffs  or  terminal 
closures.    It  also  provides  that  in  such  circumstances 
employees  may  "follow  the  work."    This  Agreement  reflects  the 
experience  of  management  and  union  officials  who  are 
intimately  familiar  with  the  economics  and  practicalities  of 
trucking  company  operations.    There  simply  is  no  need  for 
government  to  override  this  process. 


The  complexities  and  economic  climate  that  govern  the 
trucking  industry  make  the  regimented  notice  and  consultation 
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system  created  by  S.  538  infeasible.    There  are  many 
indications  that  the  industry  may  experience  additional 
bankruptcies,  mergers,  and  reductions  in  operations.  The 
ability  to  survive  economic  challenges  depends  not  only  ^ 
management  know-how,  but  also  speed  and  flexibility  in 
problem  solving.    Without  these  management  prerogatives, 
business  arrangements  may  be  jeopardized,  and  customers, 
credit  sources  and  even  key  employees  may  be  lost,  thus 
assuring  loss  of  jobs  and  all  of  their  attendant  costs. 

The  ATA,  therefore,  urges  the  committee  to  reconsider 
the  notice  and  consultation  provisions  contained  in  this 
bill.    These  provisions  make  no  contributions  toward 
retraining  and  adjustment  assistance  to  employees.    On  the 
contrary,  they  are  likely  to  assure  the  failure  of  companies 
that  otherwise  might  be  saved,  and  create  an  even  bigger  need 
for  employee  assistance. 
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The  Food  rnr:;eting  Institute  (IWI),  oa  behalf  of  AaericaU  retail 
grocers  and  grocery  vboleialeri»  appreciatei  the  opportunity  to  present  its 
views  on  the  Economic  Dislocation  and  Work^./  Adjustaent  Assistance  Act  of 
1987»  S.  538« 

nil  is  a  nonprofit  association  conducting  programs  in  research » 
education  and  public  affairs  on  behalf  of  its  1,500  svmberc  —  food  retailers 
and  wholesalers  and  their  customers  in  the  United  States  and  overseas.  F7ll*s 
domestic  member  companies  operate  more  than  17»0C0  r&:tail  food  stores  with  a 
combined  annual  sales  volume  of  $150  billion  —  half  of  all  grocery  sales  in 
the  United  States*    More  than  three-fourchs  of  the  FMI*s  membership  is 
composed  of  independent  supermarket  operators  or  small  regional  firms.  Its 
international  membership  includes  more  than  150  members  from  40  nations. 

Enactment  of  this  legislation  in  its  curi'snt  form  would  be  a  disaster 
for  our  industry  and  our  employees.    The  economic  circumstances  that  prompt 
this  legislation  simply  do  not  apply  to  the  food  dis':ribution  industi 
'Because  of  the  dynamics  of  our  industry*  the  manr*,dtory  advance  notice  and 
consultation  called  for  in  the  bill  would  be  unworkable  and  counterproductive* 

The  recent  hearings  and  the  entire  debate  about  plant  closiug 
legislation  have  focused  on  the  manufacturing  sector  of  our  country *s 
economy.    Indeed*  the  term  "plant  closing"  itself  conjures  up  an  imuge  of  ^ 
huge  steel  mill  or  manufacturing  plant*  yet  the  legislation  defines  employer 
as  "any  business  enterprise....*'    It  is  not  realistic  to  include  retailing* 
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especially  food  diitributort,  in  the  tame  context  as  large-scale 
Manufacturing.    The  econonics  and  dynamics  of  retailing  and  manufacturing  are 
very  different.    Yet  S«  538  does  not  recognize  differences  among  industries. 
The  Secretary  of  Labor's  Tssk  ^orce  on  Economic  Adjustment  and  Worker 
Dislocation  focused  on  manufacturing  when  it  considered  mandatory  notice. 
Proponents  of  the  bill  focus  on  manufacturing  when  they  argue  about  the  need 
for  mandatory  notice.    But  the  shotgun  of  mandatory  notice  in  this  legislation 
is  going  to  hit  one  of  our  most  Jynamic  and  innovative  industries  —  food 
distribution. 

FMI  and  it  members  agree  that  as  much  notice  as  possible  for  ail 
concerned  is  a  desirable  goal  whenever  a  plant  or  store  is  closed.    But  a 
fixed  notice  period  covering  all  circumstances  simply  makes  no  sense.  Indeed* 
many  of  the  states  that  have  considered  this  issue  have  reached  this 
conclusion.    Massachusetts*  plant  closing  law  calls  for  voluntar_y  notice  and 
recently  the  New  York  Compact  adopted  this  same  voluntar"*  approach. 

The  rationale  for  plant,  or  store,  closing  legislation  does  not  apply 
to  the  food  distribution  industry.    First,  we  are  a  job  producing  industry. 
We  are  not  a  declining  industry  —  a  major  theme  in  the  plant  closing  debate. 
According  to  the  Bureau  of  Labor  Statistics  (BLS),  in  1973  there  we're  2.416 
million  people  working  in  food  stoL-es  and  grocery  wholesaling.    In  1985  there 
were  3.513  million.    Comparing  all  industries,  the  BLS  reports  food  stores 
were  in  the  highest  iob->growth  category  in  America  during  this  period.  Jobs 
are  being  created  at  a  faster  pace  in  our  industry  than  just  about  any  other 
segment  of  the  economy. 
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As  part  of  our  tettiDony  we  vould  like  to  submit  an  article  by  Steven 
E.  Eaugeni  an  econoiaitt  witt.  the  Bureau  of  Labor  Statistics,  that  appeared  in 
the  August  1986,  Monthly  Labor  Review.    **The  Eaployoent  Expansion  in  Retail 
Trade,  1973-85"  graphically  illustrates  a  seginent  of  the  American  economy 
whose  growth  and  whole  character  stand  in  vivid  contrast  to  the  industries 
that  are  the  premise  of  the  proposed  legislation. 

Second,  the  grocery  industry  in  At&erica  is  marked  by  ongoing 
innovation  and  change  in  the  size  and  format  of  stores.    This  is  a  process 
that  would  be  stifled  by  mandatory  store  closing  notice  requirements.  "Store 
closings*'  reflect  the  fact  that  new  stores  are  constantly  being  built.  Super 
stores  today  are  over  60,000  square  feet  and  employ  more  people  because  of 
customer  demand  for  labor-intensive  services  like  bakeries  and  delis.  Often 
stores  are  simply  sold  to  other  operators  who  remodel  and  reopen  them.  In 
this  process,  jobs  do  not  leave  tx  connunity.    Vfhile  small  grocery  stores  have 
declined  in  number  from  98,520  in  1981  to  45,400  in  1985,  the  Lumber  of 
supermarkets  have  increased  from  28,680  to  30,505,  and  the  number  of 
convenience  stores  from  37,800  to  78,095.    The  total  number  of  food  i tores  of 
all  kinds  went  down  from  167,000  to  154,000  from  1980  to  1985^    In    this  same 
time  period,  food  store  and  grocery  wholesaling  employment  rose  from  3.039 
million  to  3.513  million. 

In  1985,  3.x  percent  of  all  supermarkets  were  newly  opened,  4.2 
percent  were  closed,  2.3  percent  were  acquired,  usd  9.9  percent  received  major 
remodelling.    The  average  age  of  a  supermarket  building  in  1985  was  only  6.7 
years.    This  startling  figure  vividly  demonstrates  fhe  vitality  of  our 
industry*  "Store  closing*'  legislation  would  inhibit  this  vitality. 
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Third,  unrbc  «  middle-4fed»  hUhly  ikilled  auto  worker,  who  li  the 
typlcAl  vorker  cited  In  the  plant  cloilnf  debate,  fuperaarket  eaployeea  tend 
to  h%  youns.    Th€  BLS  reporti  that  in  1983,  AO  percent  of  all  vorkeri  In 
r«tall  trade  vere  tmder  25  and  that  thlf  Is  twice  the  percentase  of  the 
couatry*!  overall  workforce.    In  addition,  the  grocery  industry  is  marked  by 
high  employee  turnover  —  around  50  percent  in  r^st  cases. 

Further,  in  1985  the  aver'^ce  superaarket  had  nore  part-ti»e  eaployees 
than  full-tiaers.    Food  reUilins  is  a  24-hour-a-day,  s even -day-a- week 
business.    As  a  result,  a  bifh  proportion  of  employees  are  part-tiaers. 
Schedules  can  be  flexible,  which  is  convenient  for  sany  voaen  vith  families 
and  for  young  people  in  school.    The  grocery  atore,  and  other  retail  stores 
too,  represent  a  significant  nujsber  of  entry-level  opportunities  for  young 
people  to  enter  the  job  MarVet.    The  story  of  a  high  school  or  college  student 
working  part  time  behind  a  cash  register  or  stocking  shelves  is  as  Aaerican  as 
apple  pie.    Today,  the  desmd  for  these  young  employees  Is  greater  than  ever. 
In  fact,  because  we  are  a  gJowth  industry,  superaarket  operators  are  having 
trouble  attracting  and  retaining  employees.    At  a  recent  nee ting  of  FWI 
weabers  in  Cleveland,  the  second-taost  isportant  issue  to  thea  was  the  shortage 
of  entry-level  eaployees.    Another  ma^^k-  concern  wat  esployee  retention.  The 
fact  is  that  a  supermarket  eaplo.Vee  who  loses  her  job  because  the  store  is 
closed  is  in  nost  cases  readily  caployable.    She  has  a  skill  that  is  in  great 
demand.    She  is  in  no  way  like  the  steel  .laill  worker  who  needs  coaplete 
re  train  in];. 

Fourth,  the  economics  of  retailing  are  totally  different  froa  otter 
Industries.    A  grocery  itore  is  viable  as  long  as  there  is  a  customer  bast  in 
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the  coonunlty.    It  depcnde  on  the  coanunlty.    It  It  not  as  dependent  on 
factors  Involving  International  cospetltiveness,  distant  cxarkets,  long-tena 
contracts,  nor  the  value  of  the  dollar.    On  a  day*to^ay  basis,  a  grocery 
store  ovner  Is  dependent  on  attracting  people  to  cooe  through  his  doors  versus 
a  competitor's  around  the  comer. 

The  grocery  Industry  Is  based  on  high  volxiso  and  low  profit  nargin. 
The  average  product  turns  over  19.97  times  a  year.    Bread,  ailk  and  other 
perishables  turn  over  icuch  faster.    The  operating  profit  after  taxes  as  a 
percent  of  total  sales  for  the  industry  in  1985  and  1986  was  1.19  percent  — 
about  a  penny  ou  the  dollar.    At  this  pace,  business  viability  can  change 
quickly;  a  store  owner  can  start  losing  ooney  fsct.    It  is  not  like  a 
Bunufacturer  with  Inventory,  long  tena  cooCracts  and  future  delivery  dates. 

C4}nslder  what  happens  when  a  hypothetical  grocer,  losing  ilO,000  a 
week,  announces  the  store  is  closing. 


o  The  csployees  will  find  other  Jobs,  the  best  ones  leaving  first  — 
perhaps  for  the  nearby  cospetitor  who  put  the  grocer  in  the  jam; 

o  Second,  credit  will  dry  up.    Grocers  cannot  operate  solely  on  cash, 
the  constant  product  turnover  requires  constant  credit  to  keep 
product  on  the  shelf; 

o  Third,  pilferage  will  Increase  —  unpaid-for  groceries  wXll  go  out 
the  front  and  the  back  doors  at  an  increasing  pace; 
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0  And  lait  but  not  leait»  tUe  customers  will  disappear.    Oace  the  word 
is  out  custoners  head  across  the  street  to  the  competitori  and  this 
process  accelerates  as  stocks  and  service  decline*    The  grocer 
Ic  .ng  |10,000  a  veek  will  spend  the  next  several  aonths  losing  even 
■ore  aoneyi  perhaps  even  forcing  personal  bankruptcy. 

The  operating  prnioise  of  all  supermarkets  today  is  high  voluoei  and 
they  can  only  operate  one  way  —  100  percent*    Either  a  store  is  open  for 
business  or  it  is  closed.    It  cannot  phase  out|  slow  down  gradually.  A 
closing  grocery  store  does  not  have  a  "going  out  of  business  sale,*'  *'milk  1/2 
price***   A  grocery  store  is  Hke  a  helicopter  —  as  long  as  it  is  flying  it  is 
fine,  but  it  cannot  glide.    If  the  engine  stops,  it  drops  like  a  rock.  This 
is  vhy  advance  notice  cannot  be  mandated. 

But,  backing  up  for  a  moment,  if  a  store  is  in  trouble,  the  owner  can 
take  corrective  steps,  and  closing  is  the  last  and  least  likely  avenue.  More 
often  than  not  his  troubles  are  due  to  competition  from  another  grocer.  The 
grocer  has  built  bis  business  as  a  part  of  the  community,  and  he  knows  his 
customers.    Bis  first  move  is  to  take  any  number  of  steps  to  get  them  back. 
Be  will  consider  strategies  involving  pricing,  services,  layout,  product  mix, 
hours,*  store  appearance,  store  expansion,  and  advertising,  among  others. 

If  these  steps  fail,  more  often  than  not  the  cwner  will  sell  the 
store.    This  is  again  in  marked  contrast  to  what  happens  in  other  industries 
faced  with  impending  failure.    One  of  the  reasons  given  for  the  need  for 
advance  notice  and  consultation  is  to  get  local  government  involved  in  finding 
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a  buyer  or  new  user  for  the  plant  building.    This  is  not  necessary  in  the 
grocery  industry*    A  grocery  store  building*  retail  space*  is  a  very 
atrketable  item.    The  ovner  has  every  incentive  to  sell  it  while  it  is  still 
open»  to  show  customer  traffic*  that  it  is  a  viable  business.  The  value  goes 
down  if  the  property  is  closed.    Selling  a  closed  retail  facility  is  like 
trying  to  sell  a  car  with  no  battery  and  four  flat  tires*    And  regarding 
notice*  once  a  deal  is  agreed  to*  both  parties  want  to  make  the  transition  as 
quickly  as  possible. 

finally*  we  would  like  to  coooent  briefly  on  the  consultation 
provisions  in  S.  538*    As  many  others  have  noted*  these  provisions  are 
obviously  aimed  at  preventing  plant*  or  store*  closings.    Grocers  and  other 
employers  can  easily  be  bamstnmg  by  labor  for  not  consulting  "in  good  faith'* 
over  "alternatives'*  to  the  closure.    The  requirement  that  local  government  be 
consulted*  in  particular*  would  prevent  most  store  closings.    What  local 
politician  would  allow  a  neighborhood  grocery  store  to  close? 

Plant  closing  legislation  is  supposedly  meant  to  help  America  be  more 
competitive  in  the  world  economy.    The  worker  adjustment  assistance  titles  of 
S.  538  can  be  important  and  helpful    toward  that  end*    But  as  far  as  the 
grocery  business  is  concerned*  American's  food  distribution  industry  is  the 
world*8  leader  in  productivity*  innovation*  competition*  and  efficiency* 
America  may  have  lost  the  edge  in  automobiles*  steel*  and  other  industries* 
but  not  in  food.  American's  devote  a  smaller  portion  of'  their  disposable 
income  to  food  than  people  in  any  other  developed  country*    In  198A*  an 
average  of  10.8  percent  of  American  consumers*  disposable  income  went  for  food 
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and  beverages  consuned  at  booe«    This  figure  has  been  steadily  declining  over 
the  years;  it  was  20*2  percent  in  1930*   This  shows  how  coicpetitive  the 
industry  is  —  the  kind  of  productivity  and  competitiveness  we  wish  our 
declining  industries  could  muster*    We  have  constantly  been  sndemizing, 
Boving,  closing,  opening  and  innovating*    The  flexibility  of  grocery  store 
operators  to  be  able  to  do  so  —  to  be  willing  to  take  a  risk  on  a  new  store 
and  format,  or  on  remodelling  an  old  location  —  would  be  eliminated  by  this 
store  closing  legislation* 

For  all  the  reasons  above,  the  Food  Marketing  Institute  urges  the 
Ccnmittee  to  delete  mandatory  advance  notice  and  consultation  from  the 
Economic  Dislocation  and  WoiTker  Adjustment  Assistance  Act  of  1987*    Thank  you 
for  the  opportunity  to  submit  our  views* 
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Administrative  Center 


BENTON  HARBOR.  MICHIGAN  49022 


March  16,  1987 


The  Honorable  Howard  N*  Metzenbaum 
United  states  Senate 
Washington,  D*C*  20510 

Dear  Senator  Metzenbaum: 

It's  our  understanding  that  there  is  a  strong  effort  underway  to 
move  the  Economic  Dislocation  and  Worker  Adjustment  Assistance  Act 
(S»  538)  through  committee  and  onto  the  Senate  floor  as  early  as 
mid -spring*    Considering  the  momentous  consequences  of  this  kind  of 
legislation,  the  issue  needs  vastly  more  public  scrutiny  and 
deliberation  before  hasty  enactment*    Whirlpool  opposes  S*  538,  and 
asks  that  this  letter  be  included  in  tHe  public  record* 

S*  538  would  require  businesses  to  give  up  to  180  days  advance 
notice  before  closing  a  plant  operation  or  laying  off  50  or  more 
employees*    In  addition,  employers  would  need  to  comply  with  a 
number  of  procedural  steps  in  consulting  with  employees  and 
communities  before  implementing  its  decision*    Failure  to  comply 
would  trigger  severe  financial  penalties  and  civil  fines* 

Aliuough  the  legislation  is  well-intended,  it  is,  nonetheless, 
ill-conceived*    Indeed,  Whirlpool  agrees  and  has  lived  within  the 
spirit  of  the  bill*    We  believe  that,  whenever  possible,  employers 
have  a  responsibility  to  advise  employees  and  local  and  state 
governments  well  in  advance  of  a  plant  closure  or  significant 
layoff*    Over  the  past  five  years,  for  example.  Whirlpool  has  been 
faced  with  no  fewer  than  seven  decisions  involving  closing  a  plant 
facility  and/or  relocating  manufacturing  operations  as  part  of  a 
larger  consolidation  plan  to  remain  competitive*    In  each  instance, 
the  company  notified  the  affected  employees  and  communities  up  to 
two  years  before  taking  the  action* 

At  the  same  time,  circumstances  surrounding  a  particular  decision 
could  make  advance  notification  impossible  (e*g*,  unforeseeable 
events  or  a  sudden  technological  breakthrough)  or  unwise  (to  a 
company's  competitive  disadvantage)*    Employers  must,  therefore,  be 
allowed  to  exercise  their  management  prerogative  without  government 
interference* 
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S.  538,  however,  goes  well  beyond  mere  advance  notification*  It 
burdens  employers  with  such  onerous  penalties  and  administrative 
mandates  that  compliance  could  make  it  virtually  impossible  for  any 
U»S»  employer  to  ever  respond  to  U*S»  or  global  economic  realities* 
The  legislation  is  so  laden  with  legal  booby  traps  that  employers 
could  inadvertently  fall  out  of  compliance  while  attempting  to  live 
within  the  spirit  of  the  law* 

Following  are  some  of  the  major  areas  of  concern  we  have  with  the 
legislation: 

1*    Unreasonable  Threshold 

Whirlpool  Corporation  and  its  subsidiaries  employ  some  25,000 
employees  nationwide*    At  some  of  our  larger  facilities  the 
50-person  layoff  threshold  that  would  trigger  compliance 
represents  less  than  2%  of  total  employment  at  the  plant*    in  a 
dynamic  economy,  especially  in  the  appliance  industry, 
unpredictable  swings  in  consumer  demand  could  easily  result  in 
layoffs  of  50  or  more  employees  a  number  of  times  a  year* 

The  occurrence  of  layoffs  like  this  does  not  mean  affected 
employees  "go  bare"  without  financial  or  medical  benefits* 
We  continue  to  provide  company-paid  medical  benefits,  along 
with  financial  support  through  employer-paid  state  unemployment 
compensation  benefits*    in  cases  of  plant  closings,  we  provide 
job  retraining  for  those  who  wish  to  participate,  as  well  as 
severance  compensation  and  extended  medical  benefits  for  all 
affected  employees* 

2*    Consultation  and  Bargaining  Duties 

The  nucleus  of  S*  538  is  the  mandate  to  consult  and  bargain 
with  community  officials  and  affected  employees*  That 
provision  empowers  either  affected  party  to  construe  spurious 
legal  challenges  to  forestall  or  forever  block  a  legitimate 
management  action* 

The  legislation  requires  employers  to  "bargain  in  good  faith" 
to  arrive  at  an  alternative  course  of  action*,  but  does  not 
impose  a  similar  requirement  on  other  parties*    If  the  affected 
parties  charge  "bad  faith"  —  whether  for  a  legitimate  or 
abusive  reason  —  they  could  freeze  the  closure  or  layoff 
decision  by  obtaining  injunctive  relief  in  federal  court* 

Our  management's  decision  to  reduce  its  workforce  or  close  a 
plant  is  made  only  after  considering  all  viable  alternative 
courses  of  action*    We  do  not  lay  off  workers  because  we  want 
to,  but  are  forced  to  by  economic  necessity  —  to  remain 
competitive*    These  decisions  —  always  difficult  where  the 
livelihood  of  people  is  concerned  —  are  made  in  a  socially 
sensitive  manner*    To  require  management  to  reassess  its 
decision  in  an  open  forum  would  likely  raise  public 
expectations  the  company  could  not  realistically  fulfill*  That 
would  exacerbate  an  already  delicate  atmosphere* 
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2*    Duty  to  Disclose  Information 

The  Act  would  also  require  employers  to  open  up  its  books, 
records,  internal  memorandums,  studies  and  any  other  sensitive 
information  as  part  of  its  "duty  to  consult  in  good  faith." 
Failure  to  do  so,  regardless  of  reason,  subjects  the  employer 
to  charges  of  "bad  faith"  bargaining  and  could  lead  to  a  court 
injunction.    Even  the  private  records  of  a  subsidiary's  parent 
company  could  be  open  to  public  scrutiny* 

In  a  democratic,  private  enterprise  system  this  infringement 
would  be  unconscionable*    Sensitive  business  records,  in  the 
hands  of  an  unscrupulous  or  spiteful  public  or  labor 
representative,  sold  for  personal  gain  or  a  vendetta,  could 
severely  damage  or  potentially  threaten  a  businesses  viability 
as  well  as  the  livelihood  of  its  other  employees* 

4*    Financial  Penalties 

The  Act  could  impose  punitive  and  unreasonable  financial 
penalties  and  civil  fines  if  the  employer  is  found  to  be  in 
violation  of  Sections  202,  203,  or  204*    The  fullest  extent  of 
damages  could  be  up  to  three  (3)  years  of  back  pay  (including 
all  benefits)  for  each  affected  employee  and  $500  a  day  in 
civil  fines* 

The  cost  to  a  company  employing  only  50  people,  each  earning 
$400  a  week  (including  benefits),  would  amount  to  $62,400  per 
employee,  or  over  $3  million  for  its  50-person  workforce*  In 
addition,  three  years  of  civil  penalties  would  build  to  over 
$500,000*    A  small  company,  already  on  the  brink  of  financial 
ruin,  would  likely  find  it  impossible  to  assemble  $3*5  million 
to  pay  these  penalties*    Faced  with  this  potential  liability, 
companies  may  refuse  to  make  necessary  business  decisions  today 
that  could  unvoidably  lead  to  their  demise  in  the  future* 

Conclusion 

S*  538  is  poor  public  policy*    Its  principle  thrust  is  to  interject 
government  and  labor  into  what  should  be  the  independent 
decision-making  process  of  management*    Temporary  downturns  in  the 
marketplace  are  an  economic  fact  of  life*    Management  must  be 
unfettered  in  responding  to  market  and  global  forces  to  remain 
competitive*    To  force  U*S*  business  to  keep  employment  levels 
needlessly  inflated,  to  produce  unneeded  products,  will  widen  the 
cost  gap  that  already  exists  between  many  U*S*  and  foreign  goods* 

Likewise,  to  limit  the  legislation's  impact  by  establishing  a  50- 
person  trigger  threshold  is  arbitrary*    Whether  10  or  100  or  1,000 
employees  are  affected  is  irrelevant*    A  threshold  of  any  sort  is 
philosophically  objectionable* 
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S.  538  is  a  medicine  far  more  toxic  than  the  disease.    It  is  also 
misdirected.     It  ignores  favorable  employment  demographics 
occurring  throughout  the  U.S.  economy.    Since  1980,  U»S.  businesses 
have  created  nearly  9.8  million  net  new  jobs  —  an  achievement 
unmatched  elsewhere  in  the  world  1    While  it  is  true  that  about  1.1 
million  jobs  diminished  in  the  manufacturing  sector r  nearly  10.5 
million  new  jobs  were  created  in  the  service  sector.    This  shift  is 
indicative  of  the  growth  of  service  industries  in  the  U.S* 
economy* 

The  solution  is  not  to  erect  legislative  barriers  to  halt  the 
movement  of  jobs  away  from  a  manufacturing  dominated  economy* 
Ratherr  it  should  be  to  prepare  workers  with  meaningful  job 
retraining  to  make  transitions  to  the  service  sector  less 
stressful* 

We  believe  enactment  of  plant  closing  legislation  will  ultimately 
create  a  backlash.    Rather  than  preserve  jobs,  this  legislation 
will  accelerate  the  loss  of  U.S.  jobs.    Any  attempt  to  prevent  — 
even  penalize  —  managers  in  fulfilling  their  fiduciary 
responsibility  will  spur  the  movement  of  manufacturing  operations 
out  of  the  U*S.  and  into  freer  nations.    Under  that  scenario,  we 
all  lose. 

Whirlpool  is  unalterably  opposed  to  plant  closing  legislation  in 
any  form.    Its  enactment  would  be  an  economic  and  social  disservice 
to  all  facets  of  American  society*    We  urge  you  to  reject  this 
legislation,  and  to  encourage  your  colleagues  to  do  likewise. 

Sincerely, 


E*  R.  Dunn 
Vice  President 
Human  Resources 
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UNITED  STATES  SENATE 
COMMITTEE  ON  LABOR  AND  HUMAN  RESODRCES 
SUBCOMMITTEES  ON  LABOR, 
EMPLOYMENT  AND  PRODUCTIVITY 


Joint  Hearing  on  the 
Economic  Dislocation  and 
Worker  Adjustment 
Assistance  Act 


S.  538 


TESTIMONY  OF  THE 
AMERICAN  BAKERS  ASSOCIATION 


Chairman  Metzenbaum,  Chairman  Simon,  and  Members  of  the 
Subcommittees : 


timony  on  behalf  of  the  American  Bakers  Association  (ABA),  the 
national  trade  organization  of  the  wholesale  baking  industry, 
concerning  S.  538,  the  Economic  Dislocation  and  Worker 
Adjustment  Assistance  Act,    The  ABA  is  composed  of  more  than 
200  baker  member  firms  with  approximately  1,000  bakery  plants, 
and  over  240  allied-member  supplier  firms. 

ABA  members  include  wholesale  bakers  of  bread,  rolls, 
sweet  yeast  and  frozen  dough  products,  cakes  and  pies*    The  ABA 


We  are  pleased  to  have  the  opportunity  to  provide  tes- 
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also  includes  grocery  and  chain  store  bakers,  plus  manufac- 
turers and  suppliers  of  baking  equipment,  ingredients,  wrapping 
supplies^  transportation  and  distribution  equipment  and  ser- 
vices to  bakeries. 

I.  INTRODUCTION 


The  American  Bakers  Association  has  long  encouraged  its 


members  to  voluntarily  provide  employees  with  as  much  advance 
notice  of  layoffs  and  plant  closings  as  is  possible.  Such 
early  notice  is  helpful  in  assisting  dislocated  workers  in 
finding  new  employment,  and  mitigating  the  personal  economic 
pressures  which  can  accompany  job  loss.     In  some  instance:;, 
ABA-member  companies  have  engaged  in  collective  bargaining 
concerning  the  closing  of  facilities  or  a  reduction  in  the 
scope  of  company  operations.    Severance  pay,  periods  of  con- 
tinued benefits  coverage,  preferential  hiring  at  nearby  plant 
locations  and  assistance  with  job  placement  have  been  provided 
to  certain  displaced  baking  industry  employees,  through 
voluntary  corporate  efforts  or  in  compliance  with  applicable 
labor  agreements  and  bargaining  obligations. 

At  the  same  time,  the  ABA  strongly  opposes  require- 
ments —  such  as  those  contained  in  S.  538  —  which  would  man- 
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date  notice  and  "consultation"  by  Federal  statute.  The 
proposed  legislation  is  likely  to  impede  or  delay  fundamental 
business  decisions  to  close  or  reduce  employment  levels  at 
unprofitable  operations.      While  the  measure  may  be  well- 
intentioned  in  that  it  seeks  to  prevent  joblessness^  it  may 
well  have  the  opposite  result  where  covered  employers  are 
unable  to  close  unprofitable  facilities  when  warranted  by 
business  conditions*     In  such  circumstances^  the  economic 
vitality  of  the  company's  remaining  operations  is  jeopardized, 
as  "subsidies"  of  unprofitable  operations  drain  the  employer's 
fiscal  health* 

II.     NOTICE  AND  BARGAINING  CONCERNING  PLANT  CLOSINGS  AHD 
LAYOFFS  SHOULD  BE  REJECTED  BY  CONGRESS 

While  the  ABA  and  its  members  can  subscribe  to  the  view 
that  policies  to  aid  dislocated  workers  should  be  a  priority 
for  these  Subcommittees  and  the  Congress,  we  believe  that  the 
obligations  which  would  be  imposed  by  Title  II  of  S.  538  — 
captioned  ''Advance  Notification  and  Consultation"  —  are  essen- 
tially punitive  in  nature  and  reduce  the  ability  of  employers 
to  compete  in  an  increasingly  competitive  economic  environment. 

Representatives  of  companies  in  the  wholesale  baking 
industry  oppose,  in  particular,  the  prohibition  of  plant 
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closings  and  mass  layoffs  until  after  an  employers  1)  provides 
written  notice  of  such  a  proposal,  and  2)  engages  in  detailed 
bargaining  over  such  business  decisions  with  labor  unions  or 
specially-elected  "employee  representatives",  as  well  as  repre- 
sentatives of  government.    The  ABA  believes  that  Congressional 
action  to  require  bargaining  over  the  decision  to  order  sizable 
layoffs  and  closings  in  virtually  all  instances  is  inappro- 
priate and  undesirable* 


negative  effect  on  corporate  investment  policies  and  the 
expansion  of  employment  opportunities*    As  can  be  readily 
understood,  companies  contemplating  the  enlargement  of 
manufacturing  capacity  to  new  facilities  must  carefully  weigh 
the  costs  and  potential  profits  of  such  undertakings*  This 
analysis  is  particularly  critical  with  respect  to  new  plants 
which  are  opened  to  manufacture  a  new  product*     If  financial 
pt^nalties  are  assessed  for  an  employer's  failure  to  provide  a 
closing  or  layoff  notice  in  accordance  with  the  dictates  of  a 
Federal  statute,  such  potential  co3ts  must  be  factored  into 
every  company's  investment  decisions*    As  a  result,  employers 
will  be  more  likely  to  squeeze  expanded  production  into  older 
plants,  and  lesi^  lively  to  make  investments  in  new  plant 
locations  which  will  create  more  jobs. 


These  provisions  will  surely  have  a  substantial. 
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The  proposed  measure  would  also  have  a  negative  impact 
on  oraployraent  .levels  at  existing  facilities  which  are  not 
currently  profitable.    By  way  of  illustration,  certain  ABA- 
member  companies  have  continued  to  operate  unprofitable  plants 
for  a  period  of  months,  and  even  years  (in  isolated  instances)* 
These  firms  have  made  the  business  decision  to  swallow 
financial  losses  running  into  six  or  seven  figures  in  the  hope 
that  market  conditions,  production  efficiencies  or  other 
factors  will  enable  the  facility  to  "turn  the  corner"  in  the 
future*     If  such  companies  were  required  to  factor  into  their 
economic  calculations  an  "exit  tax"  which  equals  six  months  of 
additional  compensation  costs  if  the  facility  ultimately  falls 
short,  marginal  operations  will  certainly  be  closed  more 
quickly. 

Title  II  of  the  proposed  measure  would  effectively 
reverse  decades  of  interpretations  and  construction  of  the 
National  Labor  Relations  Act  (NLRA) ,  29  U.S.C.  S  151,  ct  seq, 
regarding  those  actions  which  are  mandatory  subjects  of 
bargaining,    in  its  important  holding  in  First  National 
Maintenance  Corp.  v.  NLRB.  452  U.S.  666  (1981),  the  Supreme 
Court  considered  an  employer's  bargaining  obligations  over  a 
decision  to  close  part  of  its  business,    it  held  that  the  harm 
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to  an  employer's  need  to  operate  freely  (in  deciding  whether  to 

shut  down  part  of  its  business)  may  outweigh  the  incremental 

benefit  that  might  be  gained  through  the  union's  participation 

in  making  the  decision.    The  Court  wisely  noted  that  if  labor 

costs  are  an  important  factor  in  a  failing  operation  and  a 

closing  decision,  the  employer  will  have  an  incentive  to  confer 

voluntarily  with  the  union  to  seek  concessions.    However,  as 

the  majority  opinion  authored  by  Justice  Blackmun  recognized: 

At  other  times,  management  may  have  great 
need  for  speed,  flexibility,  and  secrecy  in 
meeting  business  opportunitites  and  exigen- 
cies.   It  may  face  significant  tax  or 
securities  consequences  that  hinge  on 
confidentiality,  the  timing  of  a  plant 
closing,  or  a  reorganization  of  the  cor- 
porate structure.    The  publicity  incident 
to  the  normal  process  of  bargaining  may 
injure  the  possibility  of  a  successful 
transition  or  increase  the  economic  damage 
to  the  business.    The  employer  also  may 
have  no  feasible  alternative  to  the 
closing,  and  even  good-fdith  bargaining 
over  it  may  both  be  futile  and  cause  the 
employer  additional  loss. 


452  U.S.  at  632-3.    The  ABA  and  its  members  believe  that  the 
balance  of  bargaining  rights  and  obligations  under  the  NLRA 
concerning  closing  actions  is  most  appropriate,  and  should  not 
be  disturbed  by  Congress  through  the  proposed  legislation. 


Even  more  dramatic,  however,  is  the  fact  that  the  pro- 
posed legislation  goes  well  beyond  this  significant  and  ill- 
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advised  revision  of  the  law  of  labor-nianagenient  relations.  It 
would  require  "bargaining"  with  worker  representatives  not  cer- 
tified through  the  tested  processes  of  the  NLRA,  and  with 
government  representatives  over  significant  business  decisions. 
Such  proposals  represent  a  substantial  departure  fron  tradi- 
tional constraints  on  business  planning  and  corporate  decision- 
making.   The  ABA  and  its  member  companies  strenuously  object  to 
the  institution  of  notice  and  mandatory  bargaining  requirements 
with  such  "representatives," 

The  election  of  worker  representatives  under  the  NLRA 
has  evolved  into  a  rational  process  through  which  the  rights  of 
workers/  unions  and  employers  are  balanced  and  protected.  Sec- 
tion 203(c)  of  the  pending  measure,  however,  would  establish  an 
"expedited"  (but  unspecified)  method  for  the  designation  of 
worker  representatives  who  may  have  a  substantial  impact  on  the 
economic  viability  of  the  employer.    The  ABA  submits  that  it  is 
entirely  inappropriate  to  vest  "instant  employee  representa- 
tives" with  the  ability  to  delay,  substantially  disrupt  or 
destroy  critical  corporate  economic  planning.    The  actions  of 
such  representatives  may  typically  influence  the  employment 
security  of  numerous  company  workers  in  locations  other  than 
the  facility    ^'rtpressnted"  by  these  newly-empowered 
individuals. 
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Mandatory  "consultation"  with  representatives  of  local 


government  units  also  constitutes  a  drastic  and  unwelcome 


interference  by  public  agencies  with  the  operation  and  business 
of  private  enterprise.    While  such  government  representatives 
might  commonly  seek  to  fashion  compromises  which  might  retain 
some  level  of  employment,  such  alternatives  are  not  viable  to 
commercial  enterprises  in  all  instances.     In  those  cases  in 
which  corporate  executives  determine  that  compelling  economic 
conditions  mandate  the  total  and  immediate  shutdown  of  company 
operations,  they  might  find  their  efforts  blocked  by  public 
officials  who  seek  to  postpone  the  dislocation  of  their  consti- 
tuents for  as  long  a  period  as  possible  (up  to  six  months  under 
Title  II).    The  ABA  and  its  member  companies  believe  that  these 
provisions  ser\ as  a  penalty  on  employers  who  make  the  hard 
business  decision  that  they  must  reduce  or  eliminate  employment 
in  a  given  area. 

We  believe  that  it  is  also  important  to  note,  in  this 
year  of  the  Constitution's  bicentennial,  that  the  proposed 
measure  appears  to  be  unconstitutional  as  well  as  unwise.  The 
provisions  of  Title  !>1  raise  serious  questions  under  the  Taking 
Clause  of  the  Fifth  Amendment,  notwithstanding  recent  rulings 
which  have  upheld  certain  Congressional  enactments.  In 
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Connolly  v.  PBGC,    U.S.   ,  106  S.  Ct.  1018  (1986),  the 

Court  emphasized  three  factors  which  have  particular  sig- 
nificance when  legislation  is  weighed  against  such  claims: 
1)  the  economic  impact  of  a  regulation  on  a  claimant;  2)  the 
extent  to  which  a  regulation  has  interfered  with  distinct, 
investment-backed  expectations,  and  3)  the  character  of  the 
government  action  at  issue.     It  is  difficult  to  envision  a 
statutory  requirement  which  runs  further  afoul  of  these 
considerations  than  Title  II  of  the  proposed  legislation. 

As  the  prev.cciing  comments  indicate,  the  ABA  is  opposed 
to  any  mandatory  notice  and  bargaining  requirement.    Any  time 
frame  selected  by  Fc^deral  legislation  would  be  arbitrary,  in 
that  unique  circumstances  surround  each  corporate  decision  to 
reduce  or  eliminate  employment  at  a  given  facility.  However, 
it  is  clear  that  the  proposed  notification  and  consultation 
periods  outlined  in  Title  II  of  S.  538  are  too  lengthy.  The 
extended  periods  contained  in  the  proposed  measure  establish 
excessive  financial  penalties  for  circumstances  which  cannot  be 
anticipated.    For  example,  disruption  of  company  operations 
might  result  from  the  loss  of  a  major  customer  or  supplier, 
changes  in  market  conditions,  consumer  preferences,  competition 
or  other  factors.    Many  such  events  come  without  warning  to  an 
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employer,  and  it  must  not  be  presumed  that  all  private  entities 
are  capable  of  continuing  operations  or  "carrying"  the  payroll 
for  six  months  in  the  face  of  such  events.    While  we  stren- 
uously oppose  the  notice  and  bargaining  requirements  contained 
in  Title  II,  we  believe  that  the  length  of  the  notification  and 
consultation  periods  in  the  bill  must  be  reduced  substantially. 

The  ABA  and  its  member  companies  also  find  objection- 
able the  wide  range  of  information  which  must  be  disclosed  to 
unions  and  "employee  representatives,"  as  well  as  public  agen- 
cies, in  the  course  of  mandated  consultations.    Under  the 
measure,  an  employer  must  provide  "relevant  information"  which 
is  "necessary  for  the  thorough  evaluation  of  the  proposal  to 
order  a  plant  closing  or  mass  layoff."    Thus,  not  only  are 
employers  compelled  to  bargain  concerning  the  most  critical 
corporate  decisions  (e.g. ,  whether  and  under  what  circumstances 
to  operate  a  business  in  a  given  location) ,  it  must  provide  the 
most  sensitive  economic  data  and  respond  to  alternatives  or 
desired  modifications.    This  provision  is  obviously  susceptible 
to  abuse  (through  the  use  of  information  requests  as  delaying 
mechanisms)  or  misuse  (where  information  provided  by  an 
employer  surfaces  in  other  contexts). 
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III.  CONCLUSION 

The  American  Bakers  Association  opposes  any  provisions 
of  worker  dislocation  assistance  legislation  which  would  impose 
notice  and  bargaining  requirements  concerning  layoffs  and  plant 
closings.    Such  requirements  would  improperly  constrain 
employers,  often  during  periods  which  are  most  critical  to  the 
survival  and  profitability  of  the  overall  business  enterprise* 
As  such,  they  are  likely  to  prove  counterproductive  to  the  goal 
which  the  legislation  seeks  to  advance,  i.e. ,  enhanced  levels 
of  employment  and  workplace  security. 

Members  of  the  ABA  have  never  taken  lightly  the  serious 
step  of  ordering  layoffs  or  the  closing  of  facilities.  .Such 
actions  often  come  at  substantial  cost  to  the  business  enter- 
prise, in  terms  of  capital  investment  as  well  as  the  company's 
investment  in  the  skills  and  knowledge  of  its  workforce.  At 
the  same  time,  such  actions  are  sometimes  necessary.    The  Amer- 
ican system  of  free  enterprise  has  reached  its  level  of  success 
through  reliance  on  management  judgment  concerning  decisions 
which  are  critical  to  the  well-being  of  the  business  enter- 
prise.   The  ABA  submits  that  placing  government  officials, 
"instant  employee  representatives"  and  unions  in  the  corporate 
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board  room  is  not  the  path  to  industrial  resurgence.  Accord- 
ingly^  we  strongly  urge  that  such  measures  be  deleted  from  the 
proposed  bill. 


Respectfully  submitted^ 

Paul  C.  Abenante 

Interim  President 

American  Bakers  Association 


QImL 


Charles  A.  Caffrey 
Stroehmann  Bakeries,  Inc. 
Chairman  -  ABA  Industrial 
Relations  Committee 


OF  COUNSEL 


Peter  A.  Susser 
Keller  &  Heckman 
1150  17th  Street,  N.W. 
Suite  1000 

Washington,  D.C.  20036 
(202)  956-5600 


March  19,  1987 
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The  New  England  Equity  Institute 


Tom  Gallagher,  Director 


20  East  Street 
Boston  MA  02111 
(617)350^152 


TESTIMONY  OP  TOM  GAttAGHER  IN  SUPPORT  OP  S538 


In  By  six  years  as  a  Massachusetts  legislator,  there  was  no 
issue  in  which  I  was  more  deeply  involved  than  that  of  unannounced 
business  closings. 

By  1984,  I  was  able  to  convince  a  majority  of  my  colleagues  in 
the  Massachusetts  House  of  Representatives  to  join  ne  as  co-sponsors 
of  a  bill  which  would  have  required  companies  planning  to  lay  off  50 
or  more  employees  to  give  advance  notice  of  their  intention. 

The  reason  for  this  broad  sponsorship  lay  in  the  devastating 
effects  of  sudden  shutdowns  and  mass  layoffs  experienced  by  individual 
workers,  their  families,  surrounding  businesses,  and  local 
governments.    A  large  scale  layoff  always  presents  serious  problems, 
but  one  that  arrives  without  notice  can  be  tragic. 

Only  «  reasonable  period  of  notice  allows  individuals  to 
adjust  and  perhaps  retrain  for  new  employment;  community  organizations 
to  seek:  new  management  or  capital  in  the  exceptional  case  in  which  a 
cooptny  or  plant  can  be  saved;  and  local  commun^.ties  to  assess  the 
impact  which  the  lessening  of  their  tax  base  will  have  upon  their 
ability  to  deliver  services. 

The  advance  notice  proposal  enjoyed  widespread  support  in  the 
Massachusetcs  Legislature  and  among  the  general  public.     {The  Boston 
Business  Journal  reported  on  March  19,  1985  that  a  survey  conducted 
for  Massachusetts  corporate  clients  found  that  81%  of  the  general 
public  supported  it.)    Nonetheless,,  the  proposal  was  not  to  become 
law. 

The  reason  lay  in  the  continued  assertion  tJ;at  an  advance 
notice  requirement  would  somehow  ruin  the  state's  "buainess  climate" 
and  place  the  state  at  a  "competitive  disadvantage."    While  I  consider 
this  argument  to  be  fallacious, it  was  undeniably  effective. 

I  believe  that  it  is  essential  that  an  advance  notice 
requirement  be  enacted  on  the  nati.onal  level  where  the  state  to  state 
competition  question  is  moot.    Most  of  America's  multi-national 
corporations  already  do  business  in  nations  with  such  a  requirement  - 
eg.  Canada  and  the  European  Economic  community  -  and  therefore  it  will 
clearly  pose  no  great  burden  for  them  to  providi*  the  same 
consideration  to  American  workers  as  that  already  required  by  foreign 


The  job  training  and  demonstration  project  proposals  of  S538 
are  equally  important.    In  the  midst  of  the  national  debate  as  to  how 
to  keep  America  "competitive",  we  should  not  lose  sight  of  the  fact 
that  there  is  more  than  one  possible  strategy  of  competitiveness. 
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After  all,  reducing  the  wages  and  expectations  ot  American  workers  Is 
one  possible  way  to  reduce  the  price  of  American  goods  In  the  Interest 
of  keeping  them  "competitive,"  -  but  such  a  strategy  Is  completely 
unacceptable. 

The  only  acceptable  strategies  of  economic  renewal  Involve 
maintenance  of  the  American  standard  of  living.    And  any  such  strategy 
has  to  cope  with  the  problem  of  developing  a  well  trained  labor  force 
that  maintains  Its  position  l;:  the  world  by  producing  more,  not  by 
settling  for  less. 

For  too  long  we  have  given  short  shrift  to  the  Issues  of 
worker  educat^^n  and  job  training.    We  will  continue  to  Ignore  this 
vital  area  at  oL'r  own  peril. 


S538  Is  a  bill  whose  time  has  come.    I  hope  that  In  1987  the 
United  States  Congress  sees  fit  to  enact  It  Into  law. 
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STATEMEKT  OF 
ASSOCIATED  BUILDERS  AND  CONTRACTORS,  INC. 
ON  S.  538  THE 

''ECON0^aC  dislocation  and  worker  ADJUSTMENT  ASSISTANCE  ACT" 
FOR  THE  HEAkING  RECORD  OF  THE 


suBCOMmrrEE  on  employment  and  productivity 

COHMirrEE  ON  UBOR  AND  HUMAN  RESOURCES 


UNHED  STATES  SENATE 
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Associated  Builders  and  Contractors,  a  nonprofit  national  association  of 
19,000  general  contractors,  subcontractors,  suppliers  and  associated  firms 
appreciates  the  opportunity  to  submit  for  the  record  our  cooments  on  S„  538, 
the  Economic  Dislocation  and  Worker  Adjustment  Assistance  Act. 

ABC  members  believe  in  the  merit  shop  form  of  construction  in  which  firms, 
both  open-shop  and  union,  can  work  together  in  harmony,    ABC  fosters  a  free 
enterprise  climate  using  the  merit  shop  system  in  which  contracts  are  awarded 
on  a  firm's  merit  rather  than  on  the  basis  of  labor  affiliation.    This  concept 
of  construction  has  gained  overwhelming  acceptance  in  today's  marketplace,  with 
merit  shop  firms  performing  more  than  70X  of  our  nation's  construction. 

ABC  applauds  the  efforts  of  the  Senate  Labor  Committee  to  address  our 
country *s  problems  with  plant  closings  and  mass  layoffs  and  the  resulting 
dislocation  of  workers.    The  legislation  upon  which  the  Subcommittee  on 
Enployment  and  Productivity  is  focusing,  S.  538,  contains  three  titles:  Title 
I  deals  with  Dislocated  Vbrkers'  Adjustment  Services;  Title  II  addresses 
Advance  Notice  and  Consultation;  and  Title  III  outlines  Dislocated  Workers' 
Demonstration  Programs. 

Our  comments  focus  mainly  on  Title  II  of  S.  538  dealing  with  Advance  Notice 
and  Consultation  and  the  adverse  impact  these  provisions  would  have  on  the 
business  community  in  general  and  particularly  on  the  construction  industry, 
which  is  chiefly  composed  of  small  businesses. 
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First,  we  would  like  to  assure  the  Subcotoaittee  that  ABC  strongly  supports 
Title  I  of  S.  538  which  ioplencnts  the  recooaendations  of  Labor  Secretary 
Villiao  E.  Brock *s  Task  Force  on  Econoolc  Adjustncnt  and  Worker  Dislocation. 
There  is  a  deaonstrated  need  to  provide  adjustoent  assistance  to  dislocated 
workers  to  provide  for  Job  retraining,  Job  search  assistance  and  incone 
support.   The  establishaent  of  a  Federal  Dislocated  Worker  Unit  within  the 
Department  of  Labor  would  greatly  alleviate  the  burden  that  states  have  in 
providing  necessary  and  important  services  to  retrain  laid  off  employees  and 
quickly  bring  thea  back  into  the  mainstream  of  America's  workforce. 

The  construction  industry  knows  the  value  of  a  trained  and  skilled 
workforce.    ABC  and  other  construction  concractors  are  facing  severe  s'^ortages 
of  skilled  craft  workers.    ABC  is  a  leader  in  providing  craft  training  through 
its  "Wheels  of  Learning  Program'*  which  includes  training  for  apprentice 
carpenters,  electricians,  plumbers,  masons,  sheet  metal  mechanics,  pipefitters, 
heating,  ventilation  and  air  conditioning  mechanics,  <elders  and  iron  workers 
among  other  crafts  through  a  competency-based,  task-oriented  trainl.ig  program. 
ABC  knows  that  trained  craftspeople  are  crucial  to  a  contractor's  economic 
success.   We  arc  also  aware  that  a  well-trained  workforce  is  integral  to  the 
overall  competitiveness  and  economic  well-being  of  this  countr* .    For  these 
rensons,  ABC  supports  the  elements  contained  in  Title  I  —  to  provide  Federal 
assistance  to  the  dislocaLcd  worker  throbiju  Job  training  or  retraining  while 
providing  incoue  support  vith  the  goal  of  future  Job  security  and  economic 
independence. 
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While  we  recognize  and  are  sympathetic  to  the  disruptive  impact  that  plant 
closings  and  mass  layoffs  have  in  terms  of  human  and  economic  costs,  ABC  does 
not  support  the  mandatory  notice  and  consultation  requirements  contained  in 
Title  II  of  S,  538,    We  do,  however,  strongly  support  and  encourage  voluntary 
efforts  by  employers  to  provide  early  notice.    We  believe  that  the  concept  of 
incentives  should  be  developed  to  promote  voluntary  prenotification. 

The  reasons  for  plant  closings  and  layoffs  can  be  varied;  structural 
changes  in  the  economy,  changes  in  consumer  preferences,  and  loss  of  financing 
to  name  just  a  few.    Within  the  construction  industry,  which  has  a  fluid 
workforce,  some  unique  factors  causing  "indefinite  layoffs"  of  employees  are: 
weather  conditions;  environmental  /relays,  bond  issues  failing  in  the  middle  of 
a  project;  or  the  inability  of  the  construction  client  to  make  payments. 

With  an  economy  as  diverse  as  our  country's,  we  must  recognize  that  an 
across-the-board  solution  to  problems  associated  with  plant  closings  and  mass 
layoffs  —  such  as  mandatory  advance  notice  and  consultation  —  would  only 
create  sore  problem^a  than  it  would  solve. 

Kalcolm  R.  Lovell,  Jr.,  chairman  of  the  Department  of  Labor's  Special  Task 
Force  on  Economic  Adjustment  and  Worker  Dislocation  acknowledged  in  his  March 
6,  1987  statement  before  your  subcommittee  that  there  is  an  enormous  diversity 
of  circumstances  leading  to  plant  closings  and  large-scale  layoffs.   Mr.  Lovell 
noted  that  the  Task  Force  agreed  that  notice  is  not  possible  in  all  situations, 
however »  some  Task  Force  members  hold  the  view  that  voluntary  notification, 
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vigorously  proDulgotcd,  as  opposed  to  regulations,  Is  the  better  way  to  ensure 
a  rapid  and  tailored  response  to  varying  oarkct  conditions  and  eDployec  needs* 

In  addition,  many  of  the  costly  constraints  placed  on  businesses  by  Title 
II  would  only  serve  as  a  disincentive  for  creating  new  eoployoent 
opportunities*    If  an  eoployer  loses  control  over  when  to  clo.'^e  his  business. 
It  vould  be  less  likely  that  entrepreneurs  would  set  out  to  opei  new 
businesses*    This  Is  especially  true  of  saall  business,  which  gimerates  a  high 
percentage  of  new  new  jobs* 

Proponents  of  S*  538  contend  that  this  legislation  would  "help  workers  give 
the  coapetltlve  edge  back  to  Axaerlca*"  Vc  believe  that  S*  538  would  have 
directly  the  opposite  effect  with  the  Aserlcan  worker,  buslnesssan  and  taxpayer 
paying  the  price  for  this  shortsightedness* 

Many  of  the  provisions  contained  in  Title  II  would  be  harmful  to  business 
in  general  and  totally  unworkable  for  the  construction  industry  in  particular* 
Construction  employers  are  Included  under  the  Sec*  201  definition  of 
''employer",  and  if  a  contractor  employs  50  or  core  full-tloc  employees,  then  he 
is  subject  to  the  advance  notice  and  consultation  provisions* 

The  notice  and  consultation  requirements  oC  Title  II  are  triggered  by  an 
employment  loss  at  any  site*   A  legal  analysis  of  ttiis  requirement  suggests 
that  a  covered  employer  could  be  required  to  give  notice  and  consult  if  its 
actions  vould  cause  an  employment  loss  on  any  site,  even  if  the  affected 
employees  were  employed  by  another  employer*    For  instance,  a  covered  general 
contractors  (employer)  who  iiitends  to  terminate  a  subcontractor 
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(caployer/caploycc)  on  o  construction  site  would  have  to  give  notice  and 
consult  if  it  were  possible  that  the  contractor's  action  would  result  in 
termination  of  50  or  oore  eoplo^ees  of  the  tenainated  subcontractor.  The 
ccvered  subcontractor  would  also  be  required  to  gi^c  notice  and  consult. 
Theoretically,  the  saoe  requifcaents  could  apply  to  covered  "enployer/coployee" 
custooers  and  suppliers  seeking  to  terainate  business  relations  with  one 
another.    Where  would  it  stop? 

Another  area  of  particular  concern  to  contractors  in  S.  538  is  the 
definition  of  **eBployBent  loss"  in  Sec.  201(5)  and  what  it  encoapasses. 
Because  of  the  nature  of  construction  work  and  the  use  of  a  transient 
workforce,  there  are  nany  layoffs  for  an  ^Indefinite  duration  —  this  is  known 
by  both  workers  and  caployers  in  the  construction  industry.   Teaporary  workers 
are  often  hired  for  only  a  specific  duration.    In  addition,  construction 
projects  can  be  halted  for  indefinite  periods  for  a  ayriad  of  reasons  such  as 
weather  conditions,  bonding  probleas  or  clients  not  tasking  payaents.  Under 
Sec.  201(c)  all  layoffs  of  50  or  oore  eaployees  for  an  "indefinite  duration" 
require  advance  notice  and  consultation.    If  an  eaployer  finds  it  necessary  to 
layoff  50  or  oore  eaployees  for  less  than  six  oonths,  the  eaployer  oust 
announce  a  definite  re-«aployaent  date  or  give  advance  notice  and  consult.  It 
is  not  possible  to  project  labor  needs  that  far  in  advance.    If  the  eaployer 
cites  a  definite  recall  date  within  six  aonths  and  laid  off  eaployees  are  not 
called  back  on  that  date,  the  eaployer  oay  be  liable  for  backpay  and  penalized 
for  fines.    Again,  labor  needs  change  quickly,  and  a  contractor  nay  not  be  able 
to  recall  all  workers  laid  off-   This  concept  is  totally  unrealistic  for  the 
construction  industry  where  work  hours  and  the  nuaber  of  eaployees, 
particularly  on  large  projects,  are  continually  changing. 
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Sec*  201(4)  vould  slso  be  unvorkable  for  construction.   This  provision 
defines  "affected  eaplojees**  as  '^ecaploTees  ^o  have  been  caplojed  bj  an 
eaployer  for  Bore  th^n  6  nontha  ..."   It  is  very  cooaon  in  the  construction 
industry,  and  probably  others,  for  vorkers  be  hired  and  laid  off  several  tioes 
vlthln  a  year  as  a  project  progressed  and  the  need  for  their  specific  skills 
ends* 

ABC  is  concerned  with  the  lack  of  specificity  contained  in  Sec.  203(2) 
where  an  cnployer  is  required  to  consult  in  "good  faith"  with  the 
representative  of  affected  eaployees.   This  provision  could  be  interpreted 
frequently  in  a  way  that  an  esployer  could  be  held  liable  and  face  stiff 
penalties  when  closings  or  layoffs  are  deeaed  unlawful  and  the  cospany  cannot 
prove  it  consulted  in  "good  faith."   The  tera  in  "good  faith"  should  not  be 
loosely  defined  in  view  of  the  £act  that  thousands  of  cases  before  the  National 
Labor  Relations  Board  center  upon  the  issue  of  whether  eoployers  have  bargained 
in  "good  faith". 

The  "good  faith"  definition  used  in  S.  538  causes  confusion  becauss  of  its 
vagueness.   This  lack  of  specificity  will  cause  enorsous  coapliance 
uncertainties  for  eaployers  and  generate  costly  legal  burdens  for  thea  and  in 
turn,  further  backlog  our  courts.   This  vould  be  an  additional  cost  extending 
beyond  the  cost  of  closing  an  unsuccessful  business  not  foreseen  by  the  authors 
of  this  legislation. 

Labor  and  canageaent  coexist  vlthln  the  delicate  balance  struck  by  Federf 1 
labor  law«    After  taking  11  years  to  get  a  plant  closing  bill  to  the  floor  of 
the  House  of  Representatives  in  1985,  the  legislation  failed,  creating 
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controversy  and  deep  philosophical  divisions.    Congress  recognized  that 
legislation  such  as  S.  538  causes  interference  in  an  issue  that  is  nanagement's 
right  to  make.    Legislation  such  as  S.  538  would  only  increase  labor-management 
confrontation,  destroying  a  tenuous  atmosphere  of  cooperation  developed  over 
the  years. 

In  summary,  ABC  believes  that  dislocated  workers  should  be  able  to  count  on 
assistance  and  effective  retraining  to  adapt  to  America's  rapidly  changing 
economy.   Title  I  of  S.  538  would  provide  effective  relief  which  ABC  supports. 
However,  ABC  cannot  support  any  measure  which  incorporates  mandatory 
prenotification  and  consultation.    Title  II  of  S.  538,  the  Advance  Notice  and 
consultation  provisions,  would  not  solve  the  problems  associated  with  plant 
closing  and  mass  layoffs  —  it  would  only  heighten  the  negative  impact  on  our 
nation's  economy  and  overall  competitiveness.    The  provisions  of  Title  II  are 
unrealistic  for  the  construction  industry  and  for  we  do  not  support  the 
intervention  of  government  requirements  into  a  private  business  matter.  ABC 
encourages  voluntary  advance  notification  of  closings  or  mass  layoffs  and  vould 
support  government  incentives  to  promote  voluntary  cooperation.    It  is  our 
belief  that  good  corporate  sense  and  investment  in  appropriate  training 
programs  will  do  more  for  the  displaced  worker  than  over regulation  of  an 
intrinsic  private  sector  matter. 

Again,  thank  you  for  the  opportunity  to  make  ABC's  view  on  S.  538  part  of 
the  hearing  record. 


-8- 


242 


assooahon 
of  american 
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Match  31,  1987 


The  Honorable  Howard  Ketzenbaum 
Chainoanf  Subcomnittee  on  Labor 
Coninittee  on  Labor  and  Human  Resources 
United  states  Senate 
Washington,  D.C.  20510 

Dear  Chainnan  Ketzenbaum: 

The  Association  of  American  Railroads  (AAR)  would  like  the  record  to 
reflect  its  views  on  S.  538,  the  Economic  Dislocation  and  Worker  Adjustment 
Assistance  Act,  on  which  a  joint  hearing  was  held  March  26,  1987.  Ihe  AAR  is 
a  trade  group  representing  most  of  the  nation's  major  freight  railroads. 

While  the  AAR  applauds  the  major  aim  of  the  legislaticni,  which  is  to 
enable  displaced  workers  to  receive  retraining  and  to  increase  their  opportuni- 
ties for  reeirployment,  it  is  concerned  with  the  new  regulatory  constraints 
placed  upon  plant  closings  and  layoffs  in  Title  II  of  the  bill.  Ihe  advance 
notification  and  consultation  requirements,  if  enacted,  will  inpose  upon 
business  in  general  an  unreasonable  burden  by  delaying  the  implementation  of 
economic  decisions  and  requiring  that  businesses  sustain  the  economic  losses 
that  result  from  such  delay.   Ihe  railroad  industry  recognizes  the  hardship  a 
decision  to  significantly  change  operations  may  cause  some  ennployees.   But  the 
welfare  of  all  rail  eirployees  depends  upon  the  ability  of  the  industry  to 
respond  quickly  to  competitive  pressures  both  in  this  country  and  abroad;  and 
that  sometimes,  unfortunately,  means  uninhibited  plant  closings  and  eirployee 
layoffs. 

That  is  not  to  say  that  the  protection  of  eirployees  is  to  be 
ignored.   Indeed,  uneniploycnent  benefits,  severence  pay,  and  supplemental 
benefits  are  just  some  of  the  buffers  which  have  been  erected,  with  industry 
assistance,  to  ameliorate  the  effects  of  worker  displacement.  While  all  these 
programs  may  not  be  available  to  every  American  worker  and  may  not  completely 
codipensate  en^loyees  during  their  search  for  new  jobs,  the  AAR  cannot  see  how 
the  advance  notification  and  consultation  requirements  of  S.  538  will  put 
dislocated  workers  in  a  much  better  position.  The  topics  the  bill  requires  to 
be  addressed  in  consultations  with  enployee  representatives  will  have  been 
exhaustively  explored  before  a  decision  as  drastic  as  closing  a  plant,  or 
laying  off  hundreds  of  eirployees,  is  made.  Furthermore,  in  the  three  to  six 
month  period  required  for  notification  and  consultation,  customers,  given  such 
a  relatively  long  warning  period,  will  search  for  and  find  new  suppliers. 


50  r  StntU  N.W.,  Wiihlngtoo,  tkC  20001  (J02)  6iM40J 


William  H.  Dempsey 
President 
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This  will  lead  to  a  further  drav^-down  on  conpany  revenues  which  could 
ultimately  have  adverse  effects  on  other  cocpany  operatiwis  and,  eventually, 
their  workers. 

In  addition  to  these  general  observations,  the  AAR  would  like 
congress  to  take  notice  of  the  already  regulated  labor  environment  in  which 
the  railroad  industry  operates.  The  interstate  coninerce  Connission  (ICC),  in 
regulating  the  rail  industry's  equivalent  of  a  plant  closing— the  rail  line 
abandorment— is  obligated  under  49  O.s.C.  S  10903  to  protect  the  interests  of 
enplpyees.  This  has  cone  to  wean  that  a.^andoraDents  will  be  approved  by  the 
ICC  only  if  the  abandoning  railroad  agrees  to  pay  labor  protection  to  affected 
enployees  which,  in  the  case  of  abandonaents,  is  the  guarantee  of  wages  and 
benefits  for  up  to  six  years,   in  addition,  when  approving  rail  mergers  and  in 
granting  trackage  rights  applications,  the  other  two  situations  in  which  rail 
enployees  are  most  likely  to  suffer  enployment  losses,  the  IOC,  under  the 
amended  Interstate  Cowoerce  Act,  oust  iitpose  similar  labor  protection  condi- 
tions.  It  is  worth  n^  ;ing  that  the  ICC,  while  it  may  chose  to  deregulate  such 
transactions  and  dia»  es  in  operations  by  virtue  of  the  exemption  powers 
granted  by  49  U.S.C.  S  10505,  must  nevertheless  continue  to  imr^  labor 
protection  conditions  because  of  a  Staggers  Act  amendcaent  to  that  section. 

The  rail  industry  is  the  only  American  industry  which  is  mandated  by 
statute  to  pay  labor  protection,   it  is  the  position  of  the  AAR  that  such 
conditions  not  only  adequately  provide  for  displaced  workers,  but  also  ensure 
that  railroad  companies  will  abandon  rail  lines  only  after  much  deliberation 
and  consideration.   In  short,  the  present  regulatory  structure  acoonplishes 
the  goals  of  the  proposed  legislation— to  soften  the  effects  of  plant  closings 
on  enployees  and  to  ensure  that  major  changes  in  operations  occur  only  after 
all  alternative  avenues  iave  been  explored. 

S.  53t,  as  presently  drafted,  will  irpose  the  additional  burdens  of 
advance  notification  and  consulation  onto  the  present  regulated  process  of 
rail  system  restructuring.  Given  the  already  generous  severance  package  of 
wages  and  benefits  accruing  to  affected  rail  esployees,  there  is  no  need  to 
provide  for  these  protections  of  questionable  value  but  of  unquestionable 
cost.  The  AAR  opposes,  in  general,  the  advance  notification  and  consultation 
requirements  contained  in  Title  II  of  S.  538,  but  believes  they  are  even  less 
called  for  in  the  rail  industry.  Therefore,  a  specific  provision  exempting 
the  rail  industry  from  its  reach  should  be  drafted  and  contained  within  any 
final  legislation. 


Sincerely, 
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COMMITTEE  CORRESPONDENCE 


American  Iron  and  Steel  Institute 
Committee  on  Industrial  Relations 


ADDRESS  WRITER  CARE  OF. 

Armco  Inc. 
Middletown,  Ohio  45043 


April  7,  1987 


The  Honprable  Howard  Metzenbaum 
405  Russell  Senate  Office 
Washington,  D.  C.  20510 

Dear  Senator  Metzenbaum: 

The  American  Iron  and  Steel  Institute  has  reviewed  S.538  "Economic 
Dislocation  and  Worker  Adjustment  and  Assistance  Act   and  wishes  to 
offer  cornments  on  this  proposed  legislation. 

Testimony  previously  given  to  the  Committee  by  John  S.  Irving,  Jr. 
and  J.  Bruce  Johnston  on  behalf  of  the  National  Association  of  Manu- 
facturers has  provided  a  detailed  critique  of  the  proposed  legis- 
lation.  That  testimony  also  provided  the  Committee  members  with  an 
overview  of  the  programs  In  place  at  USX,  which  are  applicable  as 
well  at  most  of  the  members  of  the  American  Iron  and  Steel  Institute. 
AISI  endorses  and  supports  the  testimony  given  by  both  of  th^se 
gentlemen. 

With  that  In  mind,  this  document,  presented  on  behalf  of  the  member 
companies  of  the  American  Iron  and  Steel  Institute,  will  concentrate 
on  those  provisions  of  the  proposed  legislation  that  we  find  either 
unworkable  on  their  face  or  damaging  to  the  welfare  of  the  steel 
business. 

With  this  proposed  legislation.  Congress  is  attempting  a  top-down  fix 
of  a  complex  problem  that  varies  from  Industry  to  industry  and  com- 
pany to  company  within  an  Industry.   Larger  steel  companies  already 
provide  notice  of  shutdowns  and  layoffs  whenever  possible.  In 
addition,  they  are  obligated  for  lao'off  and  shutdown  benefits  that 
have  driven  some  companies  to  seek  the  protection  of  the  bankruptcy 
laws  in  order  to  reduce  or  avoid  these  costs.    Smaller  companies  do 
not.  In  many  cases,  have  the  wherewithal  to  comply  with  this  proposed 
legislation. 


Very  truly  yours. 


Chairman  Employee  Relations  Committee 
American  Iron  and  Steel  Institute 


J.  H.  Wallace 
ma 


Attachment 


ERIC 


250 


245 


,       Mcrlcan  Iron  and  Steel  Institute  Cqwents  on  $.538 
Econowc  Dislocation  ana  woncer  AOjusfent  and  Assistance  Act* 


Background 

The  steel  business  has  historically  been  subject  to  the  demands  of 
customers  and,  as  a  result,  has  been  subject  to  fluctuating  levels  of 
business.   This  was  true  even  before  there  was  the  worldwide  over- 
capacity that  exists  today.   The  fluctuating  work  load  and  the 
resulting  fluctuating  ejnployment  levels  provided  the  impetus  for 
development  of  employee  benefit  programs  that  provide  for  unemploy- 
ment benefits  in  the  form  of  money  (Supplemental  Unemployment 
Benefits  and  State  Unemployment  Compensation)  and  in  the  form  of 
protection  (life  insurance  and  health  care  insurance)  for  varying 
periods  of  time  for  employees  on  layoff  due  to  lack  of  work. 

In  addition,  the  steel  industry  has  been  and  is  a  dynamic  industry 
with  constant  process  improvements  being  made  that  result  in  some 
employees  being  permanently  displaced  as  productivity  is  improved. 
These  types  of  situations  have  also  been  addressed  in  the  employee 
benefit  package  in  the  form  of  severance  pay,  early  retirement  pro- 
visions (with  supplements  until  employees  are  eligible  for  unreduced 
social  security)  and  health  insurance  coverage  for  retirees. 

However,  in  the  past  several  years,  the  American  steel  industry  has 
beeff  experiencing  massive  financial  losses.    One  of  the  major  causes 
of  this  situation  is  a  worldwide  overcapacity  of  steel -producing 
facilities  that  is  on  the  order  of  250  Million  annual  metric  tons  of 
raw  steel.   This  overcapacity  and  the  resulting  financial  losses  has 
forced  plant  closings  in  the  steel  industry  on  a  scale  that  ^as  never 
anticipated  by  the  original  authors  of  the  steel  industries'  welfare 
plans. 

The  key  point  to  remember  is  that  welfare  plans  that  had  their 
origins  in  a  healthy  industry  have  created  barriers  to  plant  shut- 
downs that  are  presently  so  onerous  that  steel  companies  decide  to 
shut  down  operations  only  as  a  last  resort  and  at  great  financial 
penalty.   Many  companies  have  found  it  necessary  to  seek  the  pro- 
tection of  the  bankruptcy  laws  to  avoid  or  reduce  these  costs. 
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Notification  to  employees  In  the  case  of  a  permanent  shutdown  of  a 
plant  or  a  department  of  a  plant  Is  presently  done  by  most  steel 
companies.    Such  notification  Is  contractually  provided  for  In  the 
situations  where  the  employees  are  represented  by  a  union  and  is  done 
as  a  matter  of  policy  for  non- represented  employees.    Notice  Is  not 
always  easy  to  provide  because,  In  most  instances,  the  market  shuts 
down  steel  plants  by  finding  their  products  wanting  In  some  respect. 
However,  within  the  limitations  of  reality,  90  days  notice  is  pro- 
vided. 

Notifications  to  employees  of  layoffs  is  a  whole  other  matter 
however.    Due  to  the  customer-driven  nature  of  the  steel  business, 
the  companies  and  the  unions  representing  many  of  these  employees 
have  not  been  able  to  devise  a  sensible  method  of  providing  any  kind 
of  long-term  notice  for  a  temporary  lack  of  work  due  to  a  lack  of 
orders.    As  0.  Bruce  Johnston  pointed  out  in  his  testimony,  steel 
companies  do  not  schedule  layoffs  -  rather,  they  schedule  employees 
to  work  each  week  with  a  posted  written  schedule  that  tells  the 
employee  what  job  he  is  entitled  to  work  and  for  how  many  days  that 
week  work  is  available.    As  short  a  notice  as  a  weekly  schedule  is, 
even  that  schedule  must  occasionally  be  changed  due  to  customer 
demands  or  equipment  malfunction.    With  this  background  in  mind,  we 
will  comment  on  the  specific  provisions  of  Title  II,  Advance 
Notification  and  Consultation. 

Comments  on  Title  II,  Advance  Notification  and  Consultation 

The  bill  proposes  notification  in  two  situations.    First  is  a  plant 
closing,  which  we  assume  to  be  the  permanent  shutdown  of  a  plant. 
Providing  a  reasonable  notice  of  such  an  action  once  the  decision  has 
been  reached  can  be  and  has  been  done.   As  pointed  out  in  the  back- 
ground comments,  all  large  steel  companies  and  many  smaller  companies 
have  contractual  requirements  to  give  such  notice.    However,  a 
sliding  scale  of  notice  time,  based  on  the  number  of  employees  in- 
volved, is  not  an  appropriate  method.    The  company* s  ability  to  give 
notice  is  a  function  of  the  business  situation,  not  the  number  of 
employees  Involved.   Markets  can  disappear  with  dramatic  suddenness. 
Customers  will  switch  to  other  suppliers  when  they  suspect  an  oper- 
ation Is  to  close  down,  which  hastens  the  process.    The  recent 
collapse  of  the  oilfield  equipment  Industry  provides  a  dramatic 
example  of  a  7ast  market  collapsing  virtually  overnight.    By  the  same 
token,  a  significant  portion  of  that  market  should  return.    When  it 
will  return  is  up  to  the  customer.   How  does  a  company  provide  notice 
in  such  situations?   Even  in  situations  where  we  believe  we  can 
comply,  there  is  no  certainty  that  we  can. 
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Back  pay  liabilities,  as  presented  in  this  law  in  such  situations, 
are  simply  punitive  -  especially  to  an  industry  th^t  has  the  high 
exit  barriers  that  are  common  to  steel  companies.   Another  layer  of 
expense,  which  is  what  the  proposed  law  would  impose,  will  not  save 
jobs -or  avoid  necessary  shutdowns.    Rather,  it  will  make  bankruptcy 
filings  an  even  more  attractive  option. 

Notification  requirements  with  respect  to  layoffs  as  described  by 
this  proposed  legislation  are  simply  inappropriate.    In  many  cases 
they  would  be  impossible  to  comply  with  except  after  the  fact.  As 
pointed  out  in  the  background  discussion,  employees  are  scheduled  to 
work  on  a  weekly  basis.    The  fact  that  50  or  more  equivalent  employ- 
ees might  not  be  scheduled  for  30  days  would  probably  not  be  known 
until  the  31st  dao^.    When  they  work,  how  long  they'll  work  and  what 
job  they  will  work  on  are  decisions  originating  from  the  customer. 
In  an  industry  with  the  extreme  overcapacity  that  is  plaguing  the 
steel  industry,  the  week-to-week  level  of  business  is  not  predictable 
to  the  extent  this  legislation  would  require.   Yet  the  bill  provides 
for  civil  actions  against  any  employer  who  fails  to  comply  with  the 
unknown.   The  most  obvious  method  to  avoid  the  bill's  penalty  pro- 
visions is  to  put  employees  in  a  state  of  more  or  less  continuous 
notice.   That  action  would  obviously  serve  no  useful  purpose  except 
avoidance  of  an  inappropriate  penalty  provision.   Attached  as 
Appendix  A  are  actual  steel  plan^  schedules  that  illustrate  the 
problem. 

Title  II  also  contains  notice  and  information  requirements  to  em- 
ployees and  to  various  governmental  units.    The  NAM  testimony 
addressed  the  technical  and  legal  problems  with  the  proposed 
legislation.   They  are  many  and  serious.    AISI  concurs  with  those 
comments  and,  in  particular,  objects  to  the  concept  of  legislation 
that  is  drafted  to  prolong  a  complex  process,  invites  litigation  and 
probably  cannot  be  complied  with  in  practice.    Once  customers  are 
notified  of  a  supplier's  intent  to  shut  down,  they  i^nmediately  begin 
to  arrange  for  other  sources  of  supply.    The  time  to  shut  down  an 
operation  is  normally  utilized  In  finishing  the  processing  of  orders 
already  on  the  books.   When  they  are  done,  they  are  done.  Legis- 
lation will  not  keep  an  operation  running  that  has  no  business  coming 
in. 

The  thrust  of  these  provisions  will  be  to  prolong  the  process,  not 
avoid  it.   Keep  in  mind  that  in  the  steel  business,  exit  costs  are 
already  extreme.    A  company  elects  permanent  shutdown  because  they 
have  no  alternative.    No  useful  purpose  will  be  served  with  the 
addition  of  more  expense  to  the  already  expensive  process. 
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Appendix  A 


Number  Of  layoffs  Among  17 
Companies  Responding  To  survey 


No.  of  gn^ployees 


1985 


1986 


0-99 


115 


118 


100  -  499 


63 


53 


500  or  More 


7 


6 


In  the  two-year  period,  these  plants  would  have  been  required  to  make 
185  notifications  in  1985  and  177  notifications  in  1986,  based  on 
after-the-fact  analysis. 

Before-the-fact,  it*s  likely  that  significantly  more  notifications 
would  have  been  made  because  of  the  penalties  associated  with  failure 
to  report  under  S.538. 
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March  23,  1987 


Mr.  Jim  Brudncy 

428  Dirkson  Senate  Office  Bldg. 
Washington,  D.C.  20510 

Dear  Mr.  Brudney: 

At  Senator  Metzenbaun' s  suggestion  in  his 
letter  dated  3/4/87,  I  have  attached  two  copies 
of  NaCOR*s  testimony  regarding  S.  538,  the  Economic 
Dislocation  Worker  Adjustment  Assistance  Act  of 
1987.    The  Senatcr  indicated  the  hearing  record 
would  remain  open  for  two  weeks  following  hearings 
to  allow  NaCOR  to  submit  written  testimony.  The 
two  week  period  expires  3/24/87  and  we  would 
therefore  appreciate  the  attached  testimony  of 
Douglas  H.  Soutar,  Chairman  of  the  NaCOR  Board, 
being  placed  in  the  Congressional  Record. 

I  have  also  attached  a  copy  of  NaCOR' s  most 
recent  study  entitled  Business  Closings  and  Worker 
Readjustment!  The  Canadian  Approach.    This  study 
was  prepared  for  NaCOR  as  a  result  of  increasing 
attention  being  given  to  the  Canadian  Industrial 
Adjustment  Service  to  serve  as  a  role  model  for 
implementation  in  the  U.S.    This  study  also  served 
as  a  portion  of  Mr.  Soutar 's  testimony  before  the 
House  Subcommittee's  on  Labor  Management  Relations 
and  Equal  Opportunities  on  3/17  re  H.R.  1122.  We 
would  appreciate  it  if  the  study  could  be  included 
in  the  Record  for  S.  538  as  well. 

If  you  have  any  questions  concerning  this  re- 
quest, please  don't  hesitate  to  call.    Thank  you. 


Gretchen  E.  Erhardt 
Director 


GEE:oli 
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I  am  Douglas  H.  Soutar,  Chairman  of  the  Soard  of  Trustees  for  the 
National  Center  on  Occupational  Readjustment  (HaCOR).  Z  am  a  former 
Senior  Vice  President  of  industrial  Relations  with  ASARO,  Inc.,  from 
which  I  retired  in  1985.  I  have  had  a  good  deal  of  personal  experience  on 
the  subject  of  today's  hearings.  Mr.  John  C.  Read  of  Cumminh  Engine  Co. 
testified  on  behalf  of  NaCOR  in  March  of  1985  w  en  these  same  subcommit- 
tees were  considering  H.R.  1616,  The  Advance  Notification  and  Consultation 
Act  of  .  985.  The  focus  of  my  testimony  is  the  business  community's  con- 
cern about  worker  readjustment  and  its  commitment  to  that  concern  by 
organizing  and  supporting  NaCOR. 

INTRODUCTION 

Let  me  first  present  some  background  on  what  NaCOR  is  and  why  it  was 
formed.  NaCOR  is  a  501(c)(3)  educational  foundation  based  in  Washington, 
D.C.  and  now  funded  solely  by  the  business  community.  The  Center  was 
established  in  1983  by  concerned  leaders  of  the  private  employer  com- 
munity. A  principle  factor  leading  to  NaCOR' s  creation  was  the  dearth  of 
information  available  to  employers,  particularly  medium  and  small  busi- 
nesses, to  guide  them  in  managing  the  many  issues  that  arise  in  major  work 
force  dislocations. 

A  second  principle  factor  in  NaCOR' s  creation  was  a  strongly  held 
belief  among  business  leaders  that  government-mandated  solutions  to 
employee  adjustment  problems  would  not  be  workable,  and  that  business  had 
an  obligation  to  take  the  responsibility  to  advance  effective  voluntary 
initiatives. 

Thus,  NaCOR  was  formed  to  promote  greater  awareness  and  use  of  suc- 
cessful programs  that  employers  have  been  using  to  assist  displaced 
workers.      Because    the  Center  was  formed  by  business  and  is  supported  by 
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business,  it  has  access  to  considerable  expertise  in  voluntary  programs 
and  policies  that  have  helped  dislocated  workers.  The  organization  serves 
as  a  clearings  ouse  and  resource  center  where  employers  can  turn  for 
assistance  when  faced  with  a  plant  closing  or  significant  reduction  in 
force.  Until  the  formation  of  NaCOR,  there  was  neither  a  single  source 
nor  a  formal  mechanism  through  which  con^penxes  faced  with  worker  disloca- 
tions could  gain  access  to  this  expertise. 

Recognizing  the  vital  role  industry  must  play  in  effectively  managing 
economic  .change,  the  U.S.  Department  of  Labor  provided  NaCOR  with  start-up 
funding  by  way  of  a  one-time  18-month  demonstration  grant.  The  grant, 
which  expired  in  April  1985,  was  a  partnership  endeavor  between  the 
government  and  business  to  demonstrate  industry's  commitment  to  managing 
business  closings.  The  underlying  premise  of  the  grant  was  that  business 
'closings  were  unique  events  that  required  a  variety  of  responses  to  assist 
affected  workers.  The  goal  was  to  identify  and  communicate  the  most 
effective  of  those  responres  to  companies  who  could  use  them. 

Under  the  terras  of  the  grant,  NaCOR  was  to  collect  and  disseminate 
information  on  sound,  practical  tiethods  that  have  been  developed  volun- 
tarily by  business  to  mitigate  the  effects  of  plant  shutdowns.  NaCOR 
conducted  original  case  studies,  made  site  visits,  consulted  with  practi- 
tioners from  federal,  state  and  local  governments  and  developed  a  library 
of  materials  regarding  all  aspects  of  worker  dislocation. 

As  already  mentioned,  the  business  community  has  continued  to 
demonstrate  its  commitment  to  NaCOR* s  important  goals  by  funding  the 
Center  with  company  contributions  upon  expiration  of  the  Department  of 
Labor  grant. 
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ONGOING  BUSINESS  SUPPORT 

NaCOR  is  now  solely  funded  by  over  75  companies  and  private 
foundations.  in  fact,  we  are  approaching  our  third  year  of  self- 
sustaining  operations.  TV  is  alone  pointedly  illustrates  that  business  is 
concerned  about  the  problem  of  worker  adjustment  and  is  actively  doing 
something  about  it.  The  problems  of  business  closings  are  neither  new  nor 
can  they  reasonably  be  expected  to  vanish  given  the  dynamic  economy. 
The  Task  Force  on  Economic  Adjustment  and  Worker  Dislocation,  established 
by  Secretary  of  Labor  Brock  in  November  1985,  reports  that  "iome  business 
closings'  and  permanent  layoffs  are  inevitable  and  can  bes  a  concomitant 
part  of  achieving  and  maintaining  a  competitive,  healthy  economy  and  a 
strong  position  in  the  international  marketplace." 

COMPREHENSIVE  GUIDANCE 

Utilizing  its  informati->n  base,  in  1984  NaCOR  published  Managing 
P^a"^  Closings  and  Occupational  Readjustment.  An  Employer's  Guidel^ooK. 
The  Guidebook  represen.d  238-pages  of  'nover-made-available-before '  infor- 
mation. It  is  a  thorough  and  easily  readable  examination  of  successful 
planning  and  program  options  available  to  managers  facing  a  work  force 
reduction  of  business  closing.  Managing  Plant  Closings  and  Occupational 
Readjustment;  An  Employer's  Guidebook  is  comprehensive,  perhaps  to  the 
point  of  providing  more  information  than  an  employer  may  ever  need.  This 
is  because  NaCOR  recognizes  that  each  plant  closing  is  unique,  with  its 
own  set  of  contributing  factors.  Our  experience  shows  that  there  can  be 
no  single  "best"  approach  that  can  be  applied  m  individual  closing  situa- 
tions. Rather,  the  j  uidebook  presents  a  range  of  options  to  help  the  user 
reach  decisions  that  will  be  in  the  best  interest  of  all  parties  involved. 
For  example*  the  j  uidebook  contains: 
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•  case  studies  of  successful  eiaployee  readjustment  services; 

•  a    catalogue    of  aval  able  federal,    state  and  local  assistance 
programs; 

•  legal  requirements  that  must  be  observed; 

•  internal    organizational    arrangements    designed    to  facilitate 
worker  assistance  initiatives; 

•  appendices    of    sample    worker    assessment    questionnaires  and 
communication  techniques. 

More  than  2,000  Guidebooks  have  been  sold  or  distributed  to  inter- 
ested companies  (both  domestically  and  abroad),  state  governor's  offices 
and  Private  Industry  Councils,  state  and  local  governments,  academicians, 
and  business  associations.  We  believe  that  distribution  and  use  of  the 
practical  information  contained  m  the  J  uidebook  has  heJj^isd  to  mitigate 
the  potentially  adverse  consequences  of  many  work  force  di ilocations.  At 
the  same  time,  NaCOR  recognizes  that  there  is  more  to  be  fionc  in  communi- 
cating this  important  message. 

NACOR  SERVICES 

NaCOR  has  developed  a  variety  of  services  available  to  companies  and 
other  interested  parties  seeking  workable  solutions  to  business  cxosmgs. 
For  example,  the  Center  maintains  a  roster  of  qualified  industrial  rela- 
tions retirees  who  are  available  to  assist  managers  on-site.  NaCOR  staff 
also  provides  guidance  and  pertinent  information  when  appropriate. 

Thus,  NacOR  assistance  was  enlisted  by  the  Electrolux  Corp.  —  maker 
of  vacuum  cleaners  —  before  and  during  the  1935  closing  of  its  Greenwich, 
Connecticut  facility.  This  closure  affected  approximately  600  blue-collar 
workers  whose  local  employment  base  had  been  transformed  into  a  predomin- 
antly managerial,  white-collar  work  foice.  Utilizing  NaCOR* s  services  as 
well  as  assistance  provided  by  the  Department  of  Labor,  Electrolux  was 
able  to  successfully  place  over  80%  of  its  total  work  force.      Attached  is 
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a  letter  of  appreciation  from  the  Chairman  and  Chief  Executive  Officer  of 
Electrolux  regarding  NaCOR*s  role  m  this  successful  worker  adjustment 
effort. 

NaCOR  staff  was  also  called  upon  by  the  BFGoodrich  Tire  j  roup  to 
provide  technical  assistance  during  their  1986  Miami,  Oklahoma  closure.  A 
little  knowledge  coupled  with  some  bureaucratic  legwork  enabled  the 
company  to  obtain  financial  resources  for  employee  outplacement  efforts. 
And  although  the  placement  rate  was  not  as  good  as  m  the  Electrolux  case 
primarily  a  result  of  high  regional  unemployment  Goodrich  employees, 
through  the  company's  efforts*  were  given  maximum  assistance  m  seeking 
reemployment. 

NaCOR* s  research  facilities  were  also  accessed  by  other  research 
organizations.      Examples  include: 

•  NaCOR  assisted  the  Conference  Board  m  preparation  ot  its  survey 
used  to  determine  the  impact  of  company  programs  m  plant 
closing  situations; 

•  NaCOR  was  consulted  by  the  ^  eneral  Accounting  Office  rev^arding 
its  questionnaire  to  survey  employers  on  plant  closings; 

•  NaCOR  critiqued  a  compendium  of  employer  practices  compiled  by 
the  Ohio  State  University's  National  Center  for  Research  m 
Vocational  Education; 

•  NaCOR  reviewed  and  commented  on  the  Office  of  Technology 
Assessment's  report  on  early  notification  and  worker  readjust- 
ment programs. 

NaCOR  also  assisted  m  the  development  of  voluntary  guidelines  for 
employers  m  the  states  of  Maryland,  Pennsylvania,  Washington  and 
Connecticut.  These  guidelines  have  been  distributed  by  s;^ate 
•manufacturing  associations  and  chambers  of  commerce.  In  addition,  NaCOR 
maintains  ongoing  communications  with  various  state  legislatures  regarding 
the  variety  and  status  of  legislative  efforts  to  assist  dislocated 
workers. 
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These  are  just  some  examples  of  NaCOR*s  commitment  to  work  with  and 
communicate  positive  worker  adjustment  programs.  These  voluntary  employer 
initiatives  are  good  examples  of  the  dedication  many  companies  and  em- 
ployer groups  have  to  construct  thoughtful  and  effective  plant  closing 
programs. 

Secretary  of  Labor  Brock *s  Task  Force  on  Economic  Adjustment  and 
Worker  Dislocation  strongly  recommended  m  their  Final  Report  that  "i  uide- 
lines  which  generally  describe  responsible  private  sector  behavior  on  a 
business  ^  closing  or  pernanent  mass  layoff  should  be  more  widely  communi- 
cated to  employers."  Thiougx  the  i  uidebook  and  its  other  services,  NaCOR 
seeks  to  do  just  that. 

OTHER  RESEARCH  AND  INFORMATION 

NaCOR  recognizes  that  business  closings,  as  unfortu»iate  as  they  are 
for  those  who  lose  their  jobs,  are  nevertheless  an  inevitable  part  of  our 
economic  system.  Business  closings  occur  for  a  variety  of  important  but 
frequently  misunderstood  reasons.  In  1986  NaCOR  published  Wi  y  plants 
Close;  J  rowth  Through  Economic  Transition.  This  pamphlet  briefly  sum- 
marizes some  of  the  more  common  reasons  for  business  closings  and,  addi- 
tionally, highlights  why  closings  must  be  considered  unique  events.  The 
pamphlet  also  points  out  the  critical  fact  that  the  U.S.  creates  far  more 
jobs  than  it  has  lost.  According  to  recent  Bureau  of  Labor  Statistics 
data,  on  average  the  nation  created  approximately  2  million  jobs  per  year 
since  1976.  In  other  words,  despite  plant  closings,  for  the  past  5  years 
or  more,  the  U.S.  created  twice  those  lost.  In  contrast,  the  nations  of 
Western  Europe  —  where  legal  barriers  severely  restrict  the  ability  of 
businesses  to  close  or  relocate  facilities  —  experienced  a  net  decrease 
of  840,000  jobs  between  1973  and  1983. 
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RECENT  NACOR  RESEARCH 

Responding  to  the  general  lack  of  comprehensive  data  regarding 
employer  requirements  m  the  nations  of  Western  Europe  in  plant  closing 
situations,  NaCOR  published  m  1986  Regulating  plant  Closings  and  Mass 
Layoffs;  A  Summary  of  Foreign  Requirements,  The  130-page  book  outlines 
collective  dismissal  and  individual  termination  regulations  currently 
enforced  m  European  Community  member  states  as  well  as  Sweden  and  Japan. 

A  little  more  than  a  year  ago,  the  Department  of  Labor,  m  coopera- 
tion with  the  National  Governor's  Association  announced  a  pilot  project  to 
test  the  concept  of  the  Canadian  Industrial  Adjustment  Service  (IAS)  m 
SIX  states.  At  the  same  time,  NaCOR  commissioned  the  preparation  of  an 
objective  critique  of  the  Canadian  IAS.  A  copy  of  the  NaCOR  study,  en- 
titled Business  Closings  and  Worker  Red^ustment.  The  Canadian  Approach  is 
attached  for  your  information. 

Briefly,  the  Canadian  Industrial  Adjustment  Service  is  a  federal 
program  with  offices  located  throughout  the  provinces.  Established  m 
1963  as  the  Manpower  Consultative  Service,  the  IAS  attempts  to  ensure  the 
rapid  delivery  of  federal,  state  and  local  assistance  to  business  concerns 
experiencing  economic  difficulties. 

Business  Closings  and  Worker  Readjustment.  The  Canadian  Approach  is 
divided  into  four  sections.     In  capsule  they  include: 

•  a  review  of  Canadian  federal  and  provincial  legislation; 

•  a    review    of  some  of  the  legal  issues  which  have    arisen  under 
Canadian  plant  closing  laws; 

0       a  summary  of  the  Industrial  Adjustment  Service; 

•  results    of    an  employer  opinion  surve>  conducted  by    the  study 
authors. 
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Overall,  the  functioning  of  the  IAS  received  a  favorable  response  by 
the  surveyed  employers  who  had  used  it.  However,  the  authors  conclude 
that  the  IAS  probably  does  not  effectively  serve  small  employers  or  unor- 
ganized workforces,  simply  because  they  do  not  use  the  IAS.  Results  of  the 
employer  survey  indicate  that  if  cooperation  with  the  IAS  were  made  manda- 
tory, employers  would  be  far  less  inclined  to  view  it  favorably.  Inter- 
estingly, It  appears  it  is  the  voluntary  nature  of  the  program  that  serves 
as  a  catalyst  for  its  effectiveness. 

PROPOSED  NACOR  RESEARCH 

As  mentioned  earlier  m  my  testimony,  one  of  the  principle  factors  m 
NaCOR's  creation  was  the  need  to  get  information  concerning  effective 
worker  adjustment  methods  to  medium  and  small  businesses.  Despite  our 
efforts  to  date,  everyone  will  agree  that  more  can  be  done  to  communicate 
this  important  message  to  these  employers. 

Accordingly,  NaCOR  hopes  to  conduct  a  survey  m  the  near  future  that 
will  be  directed  to  these  very  employers*  The  basic  thrust  of  the  survey 
will  be  to  determine  to  what  extent  medium  and  smaller  businesses  are 
aware  of  existing  w.u  jr  adjustment  programs,  both  m  the  private  and  m 
the  public  sectors.  The  survey  results,  once  analyzed,  will  hopefully 
provide  constructive  guidance  on  how  communication  methods  can  be  improved 
so  that  smaller  businesses  can  access  effective  worker  adjustment 
programs. 

CONCLUSION 

The  decision  to  close  a  facility  and  the  n.anner  m  which  that 
objective  is  to  be  accomplished  are  highly  sensitive  matters.  Accord- 
ingly, employers  are  generally  hesitant  to  solicit  m  advance  the  advice 
and    counsel    of    government    agencies  and    other    outside  organizations* 
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NaCOR,  m  contrast,  is  an  organization  directed  by  a  Board  of  Trustees  of 
22    companies  and  trade  associations  and  provides  the  kind    of  atmosphere 


Trustees  is  attached  for  your  information. 

NaCOR 's  activity  is  an  expression  of  the  business  community's  concern 
for  the  problem  of  workers  caught  m  declining  industries  and  is  an  effort 
to  do  something  about  it.  Our  studies  and  publications  illustrate  the 
positive  steps  that  employers  can  and  are  takin.;  to  address  this  problem, 
and  encourage  others  to  follow  their  lead.  We  hope  this  committee  will 
support  our  efforts  and  recognize  the  distinct  advantage  of  a  voluntary, 
rather  than  mandated  approach. 


necessary    for  a  free  flow  of  information. 


A  list  of  the  NaCOR  3 oard  of 
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July  25,  198 S 


Mr',  Douglas  Soutar,  Chairman 
NACOR 

1776  "F^'  Sti'eet,  H,W, 
Washington,  D,C,  20006 

Dear  Mr,  Soutar: 

Many  thanks  for  all  the  help  and  guidance  you  and  your  staff  have  provided 
to  us  during  our  Old  Greersjioh  Plant  Closing  this  year.    The  input  from  UACOR  has 
been  i^ortant  to  us  in  developing  the  best  possible  reemployment  program  for  our 
enrployees. 

Your  guidebook  provided  effective  advice  in  planning,  organizing  and  implementing 
the  closure.    We  are  proud  to  note  that  the  program  Slectrolux  developed  has  been 
highly  praised  on  the  Federal,  State  and  local  level.    Your  contribution  helped  make 
that  recognition  possible. 

Once  again,  we  very  much  appreciate  all  of  your  efforts  on  behalf  of  our 
employees. 


Yours  very  truly. 


C,  Steven  McMillan 
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INTRODUCTION 
Preface 

Last  March,  the  Board  of  Tnisiecs  of  the  National  Center  on  Occupational  Readjustment 
(NaCOR)  approved  a  proposed  research  project  designed  to  analyze  the  experience  of  Canada 
in  dealing  with  business  closings  and  mass  layoffs.  The  project  was  given  the  go  ahead 
primarily  because  of  the  Increased  attention  that  U.S.  policy  makers  have  been  giving  to 
worker  adjustment  initiatives  taken  by  the  federal  and  provincial  governments  of  our 
neighbor  to  the  north.  There  was  also  a  concern  that  much  of  the  existing  literature 
concerning  the  Canadian  experience  was  self-serving,  that  is  prepared  by  Canadian 
government  officials,  or  was  anecdotal  rather  than  comprehensive. 

Several  recent  developments  in  the  U.S.  bear  out  the  NaCOR  Board's  good  judgment  that  a 
comprehensive  summary  of  the  Canadian  experience  was  needed.  For  example,  in  March  1986 
the  U.S.  Department  of  Labor,  in  conjunction  with  the  National  Governor's  Association, 
launched  a  one-year  demonstration  project  to  establish  a  Canadian-style  industrial 
adjustment  service  in  six  states.  (A  description  of  the  Canadian  program  is  provided  in 
Section  il!  of  this  report.)  It  is  interesting  to  note  that  while  only  six  stotes  were 
chosen  to  participate  in  the  demonstration  project,  35  Governors  expressed  an  interest  to 
the  Secretary  of  Labor.  The  preliminary  results  of  the  project  arc  due  to  be  released 
January  1988. 

In  another  recent  development,  the  Secretary  of  Labor's  "Task  Force  on  Economic  Adjustment 
and  Worker  Dislocation*  released  its  final  report  this  January.  The  Task  Force  had  been 
created  by  Labor  Secretary  Brock  in  October  1985  to  prepixe  a  comprehensive  report  on  the 
issue  of  worker  dislocation  and  to  come  up  with  recommen  lations  for  solutions  to  the 
problem.  The  Task  Force  Report  observed  that  "the  quick  response  capability  of  the 
25-ycar-old  Canadian  Industrial  Adjustment  Service  (IAS)  ap^^earcd  to  offer  the  highest 
degree  of  rcplicability  for  the  United  Sutes." 

Finally,  the  lOOlh  Congress  has  already  started  considering  i:iajor  legislative  proposals 
designed  to  address  the  issue  of  worker  adjustment.  For  example.  Representative  Jim 
Jeffords,  the  ranking  minority  member  on  the  House  Education  and  Labor  Commitf^.  has 
introduced  a  bill  (H.R.  728)  to  implement  a  worker  readjustment  service  modeled  after  the 
Canadian  IAS.  Other  similar  proposals  are  expected  to  be  introduced.  All  of  the 
developments  just  discussed  make  publication  of  Business  Closings  and  Worker  Readjustment: 
The  Canadian  Approach  at  this  time  particularly  appropriate. 

In  approving  the  project,  the  NaCOR  Board  believed  that  if  government  officials  in  the 
U.S.  were  going  to  seriously  consider  Canada  as  a  possible  model  for  domestic  responses  to 
worker  adjustment  problems,  it  would  be  useful  to  the  debate  to  provide  a  detailed  and. 
hopefully,  objective  summary  of  Canadian  government  efforts  wiUi  respect  to  these  issues. 
The  Board  believed  this  could  best  be  accomplished  by  having  the  study  prepared  by  someone 
directly  familiar  with  Canada's  experience  who  was  not  a  member  of  the  government. 
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This  study  was  prepared  by  David  G.  Newman,  Esq.,  a  partner  with  the  firm  of  Pitblado  and 
Hoskin  in  Winnipeg,  Manitoba.  Mr.  Newman  was  assisted  in  its  preparation  by  William  S. 
Gardner,  Esq.  The  opinions  and  conclusions  expressed  are  those  of  the  authors*  and  arc 
neither  specifically  endorsed  nor  rejected  by  NaCOR.  Nevertheless,  NaCOR  believes  that 
the  study  has  accomplished  lis  purpose  in  that  it  provides  a  good  overview  of  how  Canada 
has  responded  to  the  issue  of  worker  adjustment,  from  a  Canadian  perspective. 

The  study  is  organized  into  four  major  sections. 

Section  I  provides  a  description  of  plant  closing  legislation  in  Canada,  including  a 
description  of  both  federal  and  provincial  requirements  ihat  are  currently  in  effect.  The 
section  also  briefly  explains  the  federal/provincial  government  relationship,  which  is 
quite  different  than  the  federal/state  government  rclaUonship  in  the  U.S. 

S«:tion  n  summarizes  legal  issues  which  have  arisen  under  Canadian  plant  closing 
legislation,  and  how  the  Canadian  courts  have  resolved  these  issues  to  date.  These  issues 
include  distinguishing  between  layoff  and  termination,  the  definition  of  establishment  and 
calculating  the  number  of  employees  needed  to  trigger  advance  notice  requirements.  The 
cases  discussed  suggest  that  issues  relating  to  worker  adjustment  have  proven  to  be 
exceedingly  complex. 

Section  III  describes  ti,e  Canadian  Industrial  Adjustment  Service,  formerly  known  as  the 
Manpower  Consultative  Service.  The  IAS  program,  which  is  largely  voluntary,  is  available 
to  assist  employers  in  their  efforts  to  find  new  work  for  employees  who  have  been 
dislocated  due  to  plant  closings  or  permanent  layoffs.  The  authors  conclude  that  it  has 
been  used  most  frequently  in  a  large  employer,  unionized  setting.  The  IAS  is  the  Canadian 
program  most  often  cited  as  a  possible  model  for  duplication  in  the  U.S. 

Section  IV  surveys  employer  opinion  concerning  the  business  community's  experience  v/ith 
the  IAS,  based  largely  on  responses  ^iven  to  a  survey  which  was  sent  by  the  authors  to 
companies  ihat  had  actually  used  the  IAS.  Interestingly,  while  giving  the  service  high 
maiks  for  acceptance,  the  surveyed  employers  were  less  persuaded  that  it  was  actually 
effective  In  meeting  its  intended  purpose.  The  survey  results  are  clearly  useful  in 
assessing  how  employers  have  rated  the  effectiveness  of  the  IAS  from  a  real  world 
perspective. 

The  study  also  includes  several  Informative  Appendices,  including  a  comparative  chart  of 
plant  closing  legislation  in  various  Canadian  jurisdictions  and  a  directory  of  national 
and  regional  offices  of  the  IAS. 

Questions  or  comments  regarding  the  study  should  be  directed  to  the  National  Center  on 
Occupational  Readjustment,  1331  Pennsylvania  Avenue,  NW,  Suite  1500,  North  Office  Lobbv. 
Washington,  DC  20004-1703. 


Gretchen  E.  Erhardt 

Director 

NaCOR 
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I.      DEVELOP*  ^  OF  PLANT  CLOSING  LEGISLATION  IN  CANADA 
A.  Histoid 

The  first  Icgjslalion  ffffccting  group  terminations  was  enacted  in  the  province  of  Oitario 
in  1970  in  conjunction  with  major  amcndmcnls  to  its  Er^iployment  Standards  Act.  The  new 
provisions  included  the  requirement  to  give  periods  of  notice  depending  upon  length  oi 
rcrvicc  in  cases  of  individual  termination?,  in  mc  case  of  termination  of  employment  of 
50  vi  more  persons  in  any  period  of  four  weeks  or  less,  notice  periods  were  required  on  an 
ascending  scale  depending  on  the  number  of  cmploy-ics  involved.  Employers  with  fewer  than 
50  employees  were  not  cover«i. 

The  Ontario  Icgislatiori  also  introduced  for  the  first  time  :he  requirement  that  covered 
employers  must  notify  and  cooperate  with  the  Provincial  Minister  cf  Labour  in  connection 
Mnth  any  action  or  program  intended  to  adjust  the  employees  who  were  displaced. 

The  legislation  was  motivated  largely  by  a  concern  as  to  the  cajmcity  of  the  economy  to 
accommodate  a  large  number  of  employees  reentering  the  job  market  t*  one  time.  A  further 
concern  was  the  fact  thPt  once  ilicir  employment  was  terminy^ed.  employees  tended  to 
disperse*  making  it  more  difficult  to  kssist  them  in  a  coordinated  fashion.  Finally, 
policy  makers  believed  that  by  requiring  employers  to  give  advance  notice,  or  pay  in  lieu 
thereof,  the  periods  during  which  employees  were  in  receipt  of  social  assistance,  such  as 
unemployment  insurance  or  welfare,  would  be  reduced.  Thus,  the  theory  went,  government 
and  society  would  save  money. 

The  fc<]cral  govemment  followed  close  upon  the  heels  of  the  Ontario  legislature  with 
amendments  to  the  Canada  Labour  Code  in  1971.  The  federal  provisions  were  very  similar  to 
the  Ontario  model. 

Similar  legislation  was  enacted  in  the  province  of  Manitoba  in  1972.  During  the  debates 
respecting  the  Manitoba  bills  some  sentiment  were  expressed  which  presaged  the  continuing 
impetus  for  legislation  In  that  province  to  further  restrict  the  right  of  a  company's 
management  to  manage  the  sht  and  composition  of  its  work  force.  For  example,  a  member  of 
the  majority  party  stated  the  following  in  support  of  the  measure: 

'And  I  don*t  think  [we]  v/ould  want  to  say  that  this  legislation 
expresses  the  bdief  of  this  govemment  that  it  recognizes  that 
it  is  managemr;nt  that  has  the  right  to  layoff  employees  at  will, 
but  rather  thi'i  could  be  a  matter  of... saying  \  'e  want  mote  time 
notification  b\ii  we  won't  allow  layoffs,  or  we  want  to  have  proof 
that  layoffs  are  required  by  opening  the  books,  or  some  other 
provision  which  would  take  away  the  kind  of  dictatorhip  on  the 
part  of  management  who  would  have  the  right  on  its  own  without 
cny  provision  of  proof  to  the  labour  force  that  such  layoff  is 
ncccisajy  without  having  to  refer  to  any  other  authority,  any 
other  body,  including  its  labour  force,  (management)  has  the 
right  to  cast  aside  at  will." 
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The  leAd  ttken  by  the  provinces  of  Ontario  and  Manitoba  and  the  federal  government  was 
followed  over  the  ensuing  years  by  other  regions.  Currently  group  termination  provisions 
exist  in  six  provincial  jurisdictions  and  the  Yukon  Territory  as  well  as  the  federal 
standards.  (See  Appendix  I  for  a  reference  chan  of  plant  closing  legislation  across 
Canada.) 

B.  Federal/Provincial  Regulation 

Before  discussing  the  specific  provisions  of  the  group  tennlnation  provisions  of  the 
federal  Canada  Ubour  Code  and  those  of  the  provinces  where  such  requirements  exist,  it  is 
important  to  provide  some  explanation  as  to  the  relationship  bcfivecn  the  federal  and 
provincial  governments. 

Federal  requirements  apply  directly  only  to  a  small  percentage  of  Canadian  employers, 
pnmanly  those  businesses  which  contract  directly  vdlh  the  Canadian  government,  and 
certain  industries  which  are  specifically  subject  to  federal  jurisdiction,  such  as 
bunking,  transportation  and  shipping.  As  a  practical  matter,  only  about  fiw  percent  of 
Canadian  employers  are  covered  by  federal  requirements.  All  other  employers  are  directly 
subject  to  provincial  jurisdiction. 

The  federal  protections  thus  tend  to  serve  as  minimum  standards  to  serve  workers  who  would 
not  oihersvisc  be  protected  by  provincial  legislation, 

C,  Federal  Legislation 

The  current  provisions  contained  in  the  Canada  Ubour  Code  respecting  group  termination  of 
employment  are  more  comprehensive  than  any  jurisdiction  in  Canada.  The  Code  provides  that 
where  50  or  more  employees  In  an  industrial  establishment  are  terminated  within  a  period 
of  four  weeks  or  less  the  employer  must  glvt  notice  of  at  least  16  weeks  prior  to  the 
effective  date  of  the  termination.  There  is  no  ascending  scale  as  is  common  In  most  other 
jurisdictions.  Under  certain  circumstances  as  prescribed  in  the  implementing  regulations, 
the  16  weeks  notice  provision  may  be  triggered  by  the  termination  of  a  lesser  number  than 
50  employees. 

Notice  must  also  be  given  to  the  federal  Minister  of  Employment  and  Immigration,  the 
Canada  Employment  and  Immigration  Commission,  representatives  of  the  employees,  if  any, 
and  the  employees.  The  notice  must  contain  information  as  to  the  planned  termination  date 
of  the  employees  or,  in  the  case  of  a  staggered  tenmination,  the  planned  dates  for  each 
individual,  the  estimated  number  of  employees  in  each  occupational  classification  whose 
eiTi'ployment  is  to  be  tenminated  and  other  information  as  may  be  prescribed  in  the 
rr^lations. 

The  employer  is  required  to  cooperate  wth  the  Canada  Employment  and  Immigration 
Co."?imission  by  giving  any  information  requested  by  the  Commission  for  the  purpose  of 
assisting  displaced  employees.  In  addition,  the  employer  must  give  the  employees  a 
siatemwit  setting  out  the  vacation  benefits,  wages,  severance  pay  and  any  other  benefits 
and  pay  io  which  ihcy  are  entitled  arising  from  the  employment  or  tennination  of  that 
employmen?. 
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The  employer  is  also  required  to  paniciptle  in  the  establishment  of  a  'Joint  Planning 
Committee*  and  cooperate  with  the  committee  in  its  efforts  to  adjust  employees.  A  Joint 
Planning  Committee  is  comprised  of  equal  representatives  of  business,  labor  and  public 
agencies. 

A  unique  aspect  of  the  federal  Code  is  a  provision  for  arbitration  of  disputes  arising  out 
of  the  operation  of  the  Joint  Planning  Committee.  The  Code  stipulates  that  upon  the 
unanimous  application  of  the  committee  members  representing  one  or  the  other  party  thr 
Federal  Labour  Minister  may  appoint  an  arbitrator  to  assist  in  developing  an  adji»stmen5 
program  and  resolving  matters  in  dispute  respecting  it.  A  statement  of  the  matters  :n 
dispute  is  prepared  by  the  Minister  and  sent  to  the  arbitrator  and  to  members  of  the  Joint 
Planning  Committee.  The  issues  contained  :n  the  siattmeiit  ^  expressly  restricted  to 
those  matters  which  might  normally  be  the  subject  of  collective  jigntment  negotiations  in 
connection  with  termination  of  employnjent.  The  arbitrato''  is  excluded  expressly  from 
reviewing  the  decision  by  the  employer  to  terminate  or  uom  delaying  t^e  date  of 
termination  assuming  it  is  otherwise  in  accordance  w::h  the  provisions  of  the  Code,  To 
date,  there  have  only  been  four  references  to  arbitration  pursuant  «o  this  section. 

In  addition  to  the  requirement  to  give  notice  under  ihe  group  termination  provisions,  an 
employer  is  also  required  to  give  severance  pay  to  employees  who  have  been  employed 
continuously  for  at  le^si  12  months,  amounting  to  the  greater  of  two  liays*  wages  per  year 
of  employment  or  five  days*  wages. 

An  employer  is  exempt  from  the  group  termination  requirements  with  respea  (o  the 
termination  of  seasonal  and  tuiiial  employees.  Employers  may  also  be  exempted  by  the 
Govemor  General«ln»Council  (the  executive  branch)  or  by  the  Labour  Minister,  cither  of 
whom  may  waive  the  notice  provisions  if  it  is  established  they  are  prejudicial  to  the 
interests  of  the  employer  or  the  employees.  The  Labour  Minister  may  grant  psy  in  lieu  of 
notice  upon  peiition  by  the.  employer. 

If  employees  are  rcpre5cme<?  b>  a  union,  the  oartici  na)  expicisly  contract  out  of  the 
group  notice  provisions  if  the  colitjciivc  uar gaining  agreement  contains  terms  v.hich 
specify  procedures  by  which  matters  relating  to  the  termination  of  employees  may  be 
negotiated  and  settled.  Terminations  as  a  resiUt  of  technologicd  change  may  also  be 
exempted  from  the  gioup  notice  provisions. 

D.    Provincial  Legislation 

Before  discussing  the  individual  provincial  requirements  regarding  group  terminations,  it 
is  important  to  note  that  pay  in  lieu  of  noiii :  may  be  granted  by  the  provincial  Labour 
Minister.  All  of  the  following  provincial  regulations,  except  Quebec  and  the  Yukon 
Territory,  include  an  entitlement  allowing  the  employer  to  petition  the  Minister  for  pay 
in  lieu  of  notice. 
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Ontario.  The  group  •rminalion  provisions  contained  in  the  Employment  Standards  Act  of 
Ontario  arc  very  similar  to  those  originally  enacted  in  1 970.  An  employer  who  terminates 
the  employment  of  50  or  more  employees  within  a  four-week  period  is  obliged  to  give  eight 
weeks  notice  for  a  termination  of  between  50  and  199  employees.  12  weeks  for  200  to  499 
employees,  and  16  weeks  if  500  or  more  employees  are  dismissed. 

A  layoff  is  not  considered  to  be  a  termination  if  it  is  "temporary."  that  is  for  a 
deration  of  not  more  than  13  weeks  within  a  period  of  20  consecutive  weeks.  An  otherwise 
covered  layoff  may  be  for  a  longer  duration  if  the  employee  continues  to  receive  severance 
pay  from  the  employer  or  the  employer  makes  contributions  to  a  pension,  insurance  or 
supplementary  unemployment  plan  in  favor  of  the  employee. 

The  employer  is  required  to  cooperate  with  the  provincial  Labour  Minister  in  connection 
with  efforts  to  establish  the  employees  in  other  employment  by  participating  in  actions  or 
measures  as  directed  by  the  Minister,  by  joining  with  the  government  in  establishing  and 
operating  a  'Joint  Planning  Committee/  and  by  contributing  to  the  reasonable  cost  or 
expense  of  such  a  committee.  Notwithstanding  this  requirement,  which  is  similar  to  the 
provision  contained  in  the  federal  Code,  the  Minister  of  Labour  in  Ontario  has  never 
exercised  his  discretion  to  require  employers  to  participate  in  the  work  of  a  Joint 
Planning  Committee. 

.Mthough  the  group  notice  periods  contained  in  The  Employment  Standards  Act  are  not 
cumulative,  it  provides  for  severance  pay  triggered  by  the  termination  in  a  particular 
establishment  of  50  or  more  employees  within  a  period  of  six  months.  The  requirement  to 
give  severance  pay  is  in  addition  to  the  requirement  to  give  notice  and  applies 
notwithstanding  the  possibility  that  many  employees  may  fmd  other  jobs  almost 
immediately. 

Exceptions  to  the  notice  provisions  include  an  employee  who  is  employed  for  a  definite 
term  or  task,  is  temporarily  laid  off  as  deHned  in  the  implementing  regulations  or  who 
has  been  guilty  of  willful  misconduct  or  neglert  of  duty.  Circumstances  involving 
'unforeseen  frustration  of  contract*  are  exempt  unless  the  circumstances  involve  an  order 
under  the  provincial  Environmental  Protection  Act.  Finally,  an  entire  industry  can  be 
specifically  exempted  by  the  regulations.  For  example,  employers  engaged  in  ship  building 
have  been  exempted.  The  regulations  also  exclude  situations  where  the  layoff  or 
termination  is  a  rtsuJt  of  a  strike  or  lock-out  at  the  place  of  employment  and  where  an 
employee  refuses  an  offer  by  his  employer  of  reasonable  alternative  employment.  Casual 
employees  and  employees  engaged  in  the  construction  industry  are  also  not  entitled  to  the 
beneifts  of  the  notice  provisions. 

Severance  pay  is  not  applicable  if  the  employee  receives  supplemental  unemployment 
benefits  or  if  a  collective  bargaining  agreement  provides  severance  pay  based  on  length  of 
service.  In  addition,  employees  are  not  eligible  for  severance  pay  if  employed  less  than 
five  years.  By  inference,  severance  pay  provisions  provided  contractually  may  prevail 
even  if  they  are  not  as  generous  as  the  Employment  Standards  Act.  An  employee  who  is 
entitled  to  receive  severance  pay  and  who  also  holds  recall  rights  must  elect  one  or  the 
other.  If  he  elects  severance  pay,  any  rights  to  recall  are  extinguished.  If  he  elects 
to  maintain  recall  rights  or  makes  no  election,  severance  pay  is  sent  in  trust  to  the 
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provincial  Director  of  Employmaii  Standarxis.  The  severance  pay  provisions  do  not  apply  to 
employees  who  refuse  an  offer  of  reasonable  alternative  employment  with  the  employer  or 
who.  upon  termination,  are  "retired"  and  receive  an  aauarially  unreduced  pension  benefit. 
Casual  and  construaion  employees  are  also  excluded  from  the  application  of  the  severance 
pay  provisions. 

A  further  exception,  wliich  is  unique,  provides  that  the  group  termination  provisions  do 
not  apply  where  the  termination  of  50  or  more  employees  does  not  constitute  more  than  10 
percent  of  the  work  force,  unless  the  termination  is  caused  by  the  permanent 
discontinuance  of  all  or  part  of  the  business  of  the  employer  at  the  establishment. 
Employees  with  less  than  three  months  service  are  not  covered. 

The  Act  also  confers  jurisdiction  upon  a  Refereee  to  determine  that  "an  aa,  agreement, 
arrangement  or  scheme  is  intended  to  have  or  has  the  effect,  directly  or  indirectly,  of 
defeating  the  true  and  intent  purpose  of  this  Aa  and  the  regulations."  This  jurisdiaion 
may  be  exercised  in  determining  questions  regarding  the  applicability  of  group  notice 
provisions  or  an  employer's  liability  to  pay  severance  pay  notwithstanding  that  the 
termination  technically  does  not  trigger  either  provision.  If  the  Referee  makes  a 
positive  determination  he  is  authorized  to  "direa  an  order  requiring  such  person  to  cease 
and  desist... and  order  what  aaion... shall  (be  taken)  or  (refrained  from)  in  order  to 
comply  with  (the  Art)." 

Manitoba.  In  Manitoba,  if  an  employer  terminates  thr  employment  of  a  minimum  of  50  or 
more  employees  in  a  particular  industrial  establishment  within  a  period  of  four  weeks,  the 
requirements  for  notice  are:  10  weeks  in  the  event  of  termination  of  50  to  100  employees; 
14  weeks  for  101  to  299  employees;  18  weeks  if  300  or  more  employees  are  dismissexl.  A 
layoff  is  not  considered  a  termination  if  it  is  in  accordance  with  custom  or  practice  in  a 
seasonal  industry  or  the  term  is  eight  weeks  or  less  in  a  period  of  16  consecutive  weeks. 
An  otherwise  covered  layoff  may  be  longer  if  the  employee  continues  to  receive  wages  or 
payments  from  the  employer  or  the  employer  continues  to  make  payments  for  the  benefit  of 
the  employee  to  a  pension  plan  or  group  insurance  plan. 

The  information  to  be  contained  in  the  notice  is  similar  to  the  federal  requirement  with 
two  conspicuous  additions.  The  employer  is  required  to  give  the  reasons  for  termination 
and  to  give  the  names  of  two  persons  to  art  as  the  employer's  representatives  on  a  Joint 
Planning  Committee,  which  must  be  established  if  dirert€^  by  the  provincial  Labour 
Minister. 

The  employer  is  required  to  cooperate  with  the  provind&t  Minister  of  Labour  in  any  action 
or  program  aimed  at  facilitating  the  reemployment  of  tlie  displaced  employees.  This 
include:  participating  on  a  Joint  Planning  Committee  if  required  to  do  so  by  the  Labour 
Minister.  Employee  representatives  are  appointed  by  the  bargaining  agent  if  applicable 
If  not,  they  are  chosen  by  elcrtion  of  the  employees,  with  the  assistance  of  the  employer. 
The  stated  purpose  of  such  assistance  is  to  facilitate  "the  elertion  of  persons  to 
represent  the  views  of  the  afferted  empi  »5  ces.  '  There  is  provision  for  cochairpersons 
representing  each  party. 
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The  law  mandated  the  Joint  Planning  Committee  first  to  develop  an  adjustment  program 
designed  to  eliminate  the  necessity  for  termination  or  failing  that,  to  minimize  the 
impact  of  such  termination  upon  the  affected  employees.  In  an  apparently  direct  reference 
to  the  provisions  contained  in  the  federal  legislation  dealing  with  the  same  subject,  the 
Joint  Planning  Committee  is  expressly  authorized  to  deal  with  all  matters  relevant  to  its 
object  and  mandate  and  is  expressly  not  limited  to  dealing  only  with  such  matters  as  are 
normally  the  subject  matter  of  collective  bargaining  in  relation  to  termination  of 
employment. 

The  Manitoba  exceptions  include  employment  for  a  definite  term  or  task,  layoff  as  opposed 
to  termination,  willful  misconduct  or  neglect  of  duty  and  frustration  or  refusal  of  a 
reasonable  employment  of^er.  Casual  employees,  those  engaged  in  a  strike  or  lockout  or 
employed  in  the  consti':aion  industry  are  also  not  entitled  to  notice.  An  individual  who, 
upon  termination,  is  "retired"  may  not  be  entitled  to  the  benefits  of  notice.  If  the 
employer  establishes  that  the  employee  has  reached  Ihe  age  of  retirement  according  to 
established  practice,  then  the  employer  is  no  longer  obligated  under  the  law  except 
insofar  as  it  is  otherwise  liable  to  the  employee  under  applicable  pension  pro\-^  ions. 

Quebec,  In  Quebec,  an  employer  is  obliged  to  give:  ;wo  months  notice  where  the  employment 
of  between  10  and  99  employees  is  terminated;  three  months  where  100  to  299  employees  are 
terminated;  and  four  months  in  the  czit  of  tenmination  of  300  or  more  employees.  Unlike 
most  other  Canadian  jurisdictions,  there  is  no  equivalent  to  the  usual  four  week  period 
within  which  the  terminations  must  be  effected  in  order  to  trigger  the  provisions.  There 
is  a  mandatory  stipulation  for  establishment  of  a  Joint  Planning  Committee  with  financial 
support  from  the  employer. 

Notice  provisions  do  not  apply  where  employees  are  assigned  woric  of  a  seasonal  or 
intermittent  nature  or  are  dismissed  indefintely  for  a  period  of  less  than  six  months,  or 
are  engaged  in  a  strike  or  lockout.  A  unique  provision  stipulates  that  if  an  employer  is 
unable  to  give  the  required  notice  due  to  an  unforeseeable  event  and  the  employer  further 
establishes  that  he  was  unable  to  foresee  a  collective  dismissal,  the  provindal  Labour 
Minister  may  only  require  the  employer  to  give  notice  "as  soon  as  possible." 

Nova  Scotia,  Nova  Scotia  requires:  eight  weeks  notice  in  case  of  tennination  of 
employment  within  an  establishment  of  between  10  and  99  employees;  12  weeks  for  100  to  299 
terminations;  16  weeks  in  the  event  of  the  termination  of  employment  of  300  or  more 
employees.  A  layoff  is  not  a  dismissal  if  it  is  for  six  days  or  less.  The  notice  must  be 
given  to  the  employees  affected  and  to  the  provincial  Labour  Minister.  There  is  no 
requirement  for  paiticipatlon  in  the  establishment  and  function  of  a  Joint  Planning 
Committee. 

The  notice  provisions  are  not  applicable  to  a  person  who  is  employed  for  a  drfuiite  tenm 
or  task,  is  terminated  for  a  reason  beyond  the  control  o^  the  employer,  has  rcfu5ed 
reasonable  aliemative  employment,  is  engaged  in  the  construction  industry'  or  is  employed 
in  an  occupation  exempt^  by  regt,:ation. 
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Newfoundland.  In  Newfoundland,  an  employer  who  terminates  the  employment  of  50  or  more 
employees  within  a  four  week  period  is  required  to  give:  eight  weeks  notice  where  the 
number  of  employees  is  less  than  200:  12  weeks  notice  for  200  to  499  employees;  and  16 
weeks  notice  where  500  or  more  arc  dismissed.  A  layoff  is  not  a  termination  if  it  is  of 
one  week  or  less  duration.  Payment  in  lieu  of  notice  includes  regular  wages  and  customary 
or  regular  overtime.'  Notice  is  required  to  be  given  to  the  employees  and  to  the 
provincial  Labour  Minister  md  the  information  contained  in  the  notice  must  include  the 
reason  for  the  terminations  Newfoundland  law  contains  most  of  the  exemptions  also 
contained  in  the  other  prc/incial  statutes. 

New  Brunswick.  New  Brunswick  requires  four  weeks  notice  of  termination  in  the  event  more 
than  25  employees  (or  at  least  25%  of  the  worK  force)  are  terminated  within  a  four  week 
period.  Interestingly,  the  provisions  are  only  effective  if  the  employees  are  covered  by 
a  collective  bargaining  agreement.  Notice  must  be  given  to  the  employees  affected,  the 
provincial  Labour  Minister  and  the  bargaining  agent. 

The  notice  requirements  do  not  apply  where  the  layoff  results  due  to  an  unforeseen  lack  of 
work  or    ..^nvise  does  not  exceed  six  days.  Employment  for  a  definite  term  or  task  or  in 
construction  of  seasonal  occupations,  does  not  qualify.  Employees  who  are  retired 
pursuant  to  a  bona  fide  retirement  plan  are  not  entitled  to  notice. 

Yukon.  In  the  Yukon  Territory,  notice  of  group  terminations  is  required  where  an  employer 
terminates  25  employees  or  more  within  a  four  week  period.  In  the  case  of  terminations 
numbering  between  25  and  49  employees,  the  notice  requirecl  is  five  weeks.  Where  50  to  99 
employees  are  terminated,  nine  weeks  notice  is  required.  For  100  to  299  employees 
terminated,  13  weeks  notice  is  to  be  given  and  17  weeks  no^Jce  is  required  in  the  cases  or 
300  or  more  employees.  Identical  notice  is  required  iti  the  event  of  temporary  layoff. 

The  notice  provisions  do  not  apply  to  seasonal  or  construction  industry  employment. 
Further  exceptions  include  termination  due  to  frustration,  refusal  of  alternate 
employment,  or  discharge  for  cause.  If  temporary  layoff  does  not  exceed  the  period 
prescribed  in  the  regulations,  notice  need  not  be  given. 

Other  Provinces  and  Territories.  British  Columbia,  Alberta,  Saskatchewan,  Prince  Edward 
Island  and  the  Northwest  Territories  do  not  presently  have  group  termination  laws. 
Government  officials  from  Alberta  and  Saskatchewan  have  commented  that,  in  their  opinion, 
there  does  not  seem  to  be  such  need,  or  demand,  for  such  provisions. 

II.      LEGAL  ISSUES 

A.  Introduction 

fiinzt  enactment  of  group  termination  legislation  in  various  Canadian  jurisdictions, 
several  significant  legal  issues  have  arisen  which  have  been  addressed  by  the  courts.  The 
following  is  a  summary  of  some  of  the  more  important  interpretations  which  have  developed 
out  of  these  court  cases.  Most  of  the  decisions  discussed  involve  the  Ontario  Employment 
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Standards  Act.  which  as  mentioned  earlier  is  the  first  of  the  provincial  group  tennination 
laws  enacted.  Precedents  established  by  the  Ontario  courts  will  likely  be  given  serious 
consideration  as  similar  issues  are  litigated  in  other  jurisdictions. 

B.  Loy-Off  versus  Tennination 

Whether  a  lay-off  constitutes  a  tennination  as  contemplated  in  the  group  notice  provisions 
has  occupied  the  attention  of  tribunals  and  the  courts  in  severaJ  jurisdictions  on  a 
number  of  occasions. 

For  example,  in  Faiconbridge  Nickel  Mines  v.  Simmons  and  United  Steel  Workers  of  America 
and  Sudbury  Mine.  Metal  and  Smelter  Workers  Union.  Local  598/  the  Ontario  High  Court  of 
Justice  considered  a  Referee's  decision  that  an  indefinite  lay-off  of  employees  by 
Faiconbridge  constituted  a  permanent  discontinuance,  thereby  triggering  notice 
requirements  of  16  weeks.  On  Application  for  Judicial  Review  by  the  employer,  the  court 
declared  that  no  evidence  had  been  tendered  to  indicate  that  the  company  intended  the 
discontinuance  to  be  permanent.  Therefore  the  Referee  was  wdthout  jurisdiction  to 
conclude  that  it  was  permanent  and  his  order  was  quashed.  (See  Appendix  2  for  this  and 
subsequent  case  citations). 

C.  Discontinuance  and  Transfer  of  Operations 

The  issue  of  whether  operations  transferred  from  one  facility  to  another  constituted  a 
termination  was  considered  in  Re:  Telegram  Publishing  Co.  Ud.7  where  a  Referee  was 
appointed  pursuant  to  the  provisions  of  the  Employment  Standards  Act  of  Ontario.  Here, 
the  specific  issue  dealt  with  whether  individuals  terminated  by  the  Toronto  Telegram  who 
were  subsequenUy  employed  by  the  Toronto  Star  should  be  considered  terminated  due  to  a 
permanent  discontinuance  of  operations. 

The  Telegram  argued  that  these  employees  should  be  treated  as  having  had  their  employment 
continued  since  certain  assets  and  lists  of  subscribers  were  sold  by  the  Telegram  to  the 
Star.  This  argumeril  was  rejected  by  the  Referee  because  the  transfer  of  assets  was  too 
minor  to  be  considered  as  constituting  the  sale  and  contir»iance  of  the  business.  The 
decision  of  the  Referee  was  the  subject  of  an  Application  for  Judicial  Review  brought  by 
the  employer  before  the  Ontario  Divisional  Court.  The  court  dismissed  the  Application  and 
adopted  the  Referee's  decision. 

In  Re:  Dylex  Limited  and  Amalgamated  Clothing  and  Textile  Workers  Union/  the  Referee, 
also  appointed  under  the  provisions  of  the  Ontario  Employment  Standards  Act,  was  called 
upon  to  consider  the  effect  of  a  permanent  discontinuance  at  one  location  of  an  employer 
and  a  continuation  of  that  operation  at  a  different  location.  The  Referee  referred  to  an 
earlier  decision  under  the  Employment  Standards  Act.  Re:  Agincourt  Motor  Hotel,  and 
determined  that  the  group  notice  and  severance  provisions  contained  in  the  Employment 
Standards  Act  had  to  be  interpreted  on  the  basis  of  reading  the  Act  as  a  whole  in  light  of 
the  rnischief  sought  to  be  cured  by  the  legislature.  He  ruled  that  in  the  case  of  group 
terminalions.  the  mischief  sought  to  be  cured  was  the  loss  of  employment  suffered  by 
individuals  arising  from  the  cessation  of  business  at  an  establishment.  In  his  opinion, 
the  provisions  made  no  reference  to  continuation  of  the  business  in  some  other  location  or 
to  how  the  cessation  was  brought  about.  Therftfore.  citing  the  Agincourt  case,  it  made  no 
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difference  whether  the  business  was  continued  by  a  third  party  at  anoiher  location.  The 
Referee  held  that  the  continuation  of  the  same  business  at  a  different  location  by  the 
same  employer  did  not  eliminate  the  possibility  of  application  of  the  severance  pay 
provisions. 

In  the  wake  of  the  Falconbridge  case,  the  regulations  in  C  tario  were  amended  to  provide 
that  notice  of  an  indefinite  layoff  would  be  deemed  to  be  notice  of  termination  of 
employment.  That  regulation  was  applied  |)y  the  Referee  in  the  case  of  Re:  Ontario  Hydro 
and  Ontario  Employees  Union  Local  1000.    In  that  case  the  indefinite  layoff  of  64 
employees  engaged  in  a  training  program  was  found  to  be  a  terminauon  as  contemplated  by 
the  group  termination  provisions  of  the  Employment  Standards  Act. 

D.    Meaning  of  "Establishment" 

The  interpretation  of  the  term  "establishment"  as  it  pertains  to  the  group  or  severance 
pay  provisions  in  Canadian  law  causes  little  difficulty  when  there  is  only  one  work 
location  involved.  However,  the  effect  of  interpreting  one  or  more  locations  to  be  either 
separate  establishments  or  separate  facilities  constituting  one  establishment  can  often 
make  a  great  deal  of  difference  as  to  whether  group  notice  or  severance  pay  is  required. 

It  appears  that  in  interpreting  the  term  establishment  Referees  and  the  courts  have  been 
guided  by  the  "mischief"  doctrine  referred  to  above  and  have  usually  managed  to  interpret 
the  term  such  that  it  enhances  the  benefits  available  to  employees. 


In  the  Telegram  Publishing  case,  the  issue  involved  the  status  of  circulation  managers 
whose  employment  was  terminated  as  part  of  the  discontinuance  of  publication.  The  facts 
established  that  circulation  managers  were  distributed  among  four  city  and  two  rural  and 
suburban  locations  situated  a  considerable  distance  from  the  main  publishing  facility. 
Over  1.000  employees  were  dismissed  as  a  result  of  the  closing  at  the  main  facility,  so 
there  was  little  difficulty  determining  that  the  maximum  group  notice  pro)asions  applied 
to  employees  who  worked  there.  However,  there  was  an  insufficient  number  of  circulation 
managers  at  each  saleilite  location  to  trigger  the  group  termination  provisions.  The 
Referee  decided  that  the  circulation  department,  though  geographically  separate  from  the 
main  operation,  was  ncveithelr>s  an  integral  part  thereof.  As  a  result,  the  closing  of 
the  main  publishing  facility  and  the  circulation  department  were  deemed  to  constitute  the 
permanent  discontinuance  of  one  establishment. 

Exactly  the  opposite  situation  confronted  the  Referee  in  Dylex.^  Here  the  facts  revealed 
that  two  locations  had  been  operated  by  the  employer.  One  location  (The  Lakeshore  Plant) 
had  traditionally  manufactured  men's  clothing.  The  other  location  (The  Weston  Location) 
had  at  one  time  been  primarily  involved  with  women's  clothing,  but  had  started  to  do  men's 
clothing  as  well.  The  employer  decided  to  introduce  a  more  advanced  method  of 
manufacturing  men's  garments  to  the  Weston  Plant.  Both  locations  were  unionized,  with  The 
Lakeshore  employees  being  represented  by  the  Amalgamated  Clothing  and  Textiles  Workers 
Union  (ACTWU),  and  Weston  being  represented  by  the  International  ladies'  Garment  Workers 
Union  (ILGWU).  The  ACTWU  successfully  grieved  the  transfer  of  the  advanced  men's  cloihing 
manufacturing  operation  to  Weston  and  were  found  to  have  jurisdiction  over  that  work. 
Subsequently,  the  ACTWU  successfully  raided  the  ILGWU  at  the  Weston  facility. 
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The  employer  then  decided  to  combine  the  Lakeshore  and  Weston  operations  at  one  location. 
Since  the  Weston  fadlity  was  more  modem,  the  decision  was  to  dose  Lakeshore  and 
transfer  the  work  and  some  of  the  Lakeshore  employees  to  Weston.  ACTWU  claimed  severance 
pay  under  the  Employment  Standards  Act  on  behalf  of  employees  fomierly  working  at  the 
Lakeshore  Plant  who  did  not  take  jobs  at  Westo»i. 

The  Referee  was  confronted  vdth  a  host  of  issues,  including  the  determination  whether  the 
Lakeshore  and  Weston  facilities  were  each  to  be  considered  as  an  "establishment"  pursuant 
to  the  severance  pay  provisions  contained  in  the  Employment  Standards  Act.  In  contrast  to 
the  Telegram  situation,  if  the  locations  were  considered  to  constitute  one  establishment, 
the  employees  would  be  denied  severance  pay  because  the  evidence  was  clear  that  there  was 
no  permanent  discontinuance  of  operations.  In  fact,  the  production  simply  continued  at 
the  new  location  and  even  increased  over  time. 

pe  Referee  referred  to  the  Agiicourt  case*  and  the  reference  'herein  to  considering  the 
"mischief"  sought  to  be  cured  by  the  legislature  in  enacting  the  group  termination 
provisions.  He  also  referred  to  a  U.S.  Stale  court  decision,  Uberty  Trucking  Company  v. 
Department  of  Industry,  Labour  and  Human  Relations  et  ?'    That  decision  set  out  various 
factors  to  consider  when  determining  whether  separate  plJ^.^  are  one  cjtablishmenL  The 
factors  died  include  functional  integrality,  general  unity,  and  physical  proximity.  The 
Referee  considered  that  Dylex  had  integrated  the  two  operations  and  that  the  employees 
were  now  represented  by  the  same  union  and  were  manuifaauring  the  same  products  for  the 
same  customers.  These  factors,  he  said,  tended  to  suggest  that  the  two  locations  should 
be  considered  as  one  establishment.  However,  competing  considerations,  induding  the  fact 
that  the  operations  had  historically  been  considered  separate  by  both  the  employer  and  the 
respective  bargaining  agents  and  the  fact  that  jurisdiction  for  the  advanced  method  of 
manufacture  of  men's  garments  had  been  won  by  the  Lakeshore  employees  and  induded  in  the 
collective  agreement  were  determinative  in  the  case,  thus  resulting  in  the  condusion  that 
the  locations  constituted  separate  establishments. 

E.    Trigcering  Notice  and  Severance  Pay  Coverage 

Questions  have  arisen  wth  rcspc "  to  the  inclusion  or  exclusion  of  certain  employees  for 
purposes  of  calculating  the  number  of  employees  who  have  been  terminated  to  determine 
application  of  notice  and  liverance  pay.  For  example,  it  is  dear  that  certain  employees 
who  may  not  be  entitled  to  severance  pay  under  the  Ontario  Employn^ent  Standards  Act  are 
nevertheless  to  be  included  for  purposes  of  dedding  whether  50  or  more  employees  have 
been  terminated.  Employees  who  have  less  than  five  years  seniority  arc  not  entitled  to 
receive  severance  pay,  but  they  are  induded  for  fhc  purpose  of  determining  whether  the 
severance  pay  provisions  are  applicable.  Under  Canada's  various  group  termination  laws, 
group  termination  or  severance  pay  provisions  do  not  apply  to  employees  who  refuse  a 
reasonable  offer  of  alternative  employment.  What  is  not  dear  is  whether  such  employees 
are  simply  denied  severance  or  notice  themselves,  or  whether  they  should  also  be  excluded 
from  counting  for  purposes  of  triggering  notice. 

In  the  Dylex  case,*  °  the  count  was  important  because  only  43  employees  at  the  Lakeshore 
fadlity  received  outright  termination  notices.  Another  104  employees  received  an  offer 
of  employment  at  the  Weston  fadlity,  of  which  64  accepted,  30  refused,  and  the  other  10 
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were  ultimately  excluded  for  other  reasons.  There  was  no  dispute  between  the  parties  that 
if  employees  receive  an  offer  of  reasonable  alternative  employment  with  the  employer,  they 
would  be  denied  severance  pay.  However,  it  was  not  so  clear  that  employees  in  this 
category  should  be  excluded  from  the  count  to  determine  whether  the  severance  pay 
provisions  were  triggered  for  the  other  employees.  Given  the  wording  of  the  Ontario 
Emploi/nent  Standards  Act:  "where.. .50  or  more  employees  have  their  employment  terminated 
by  an  employer  and  the... terminations  are  caused  by  the  permanent  discontinuance  of  all  or 
pan  of  the  business  of  the  employer  at  an  establishment."  the  answer  was  not  readily 
apparent.  Having  decided  for  the  purposes  of  the  legislation  that  the  Lakeshore  facility 
was  an  'establishment."  the  Referee  had  to  decide  whether  employees  receiving  an  offer 
were  to  be  disregarded  altogether  for  the  purpose  of  determining  whether  a  sufficient 
number  of  employees  had  been  dismissed,  or  whether  they  wer.,  merely  to  be  denied  severance 

pay.. 

First,  the  Referee  decided  that  the  onus  of  establishing  that  the  benefits  available  in 
the  Act  should  be  applied  to  a  given  situation  rested  with  those  asserting  such  a  claim. 
Therefore,  he  excluded  for  the  purpose  of  the  count  three  individuals  as  to  whom  there  was 
insufficient  evidence  to  establish  their  status.  Second,  he  concluded  that  a  finding  of 
separate  status  for  two  locations  was  not  necessarily  determinative  of  the  issue  whether 
each  location  should  be  considered  as  having  a  different  employer.  In  this  case,  he 
determined  that  the  employer  was  the  same  notwithstanding  the  fact  that  each  was  a 
separate  division  within  the  Dylex  corporate  structure. 

Finally,  the  Referee  concluded  that  the  effect  of  subsections  dealing  with  application  or 
non-application  of  the  severance  pay  provisions  was  to  exclude  -enain  employees,  not  only 
from  entitlement  to  severance  pay  but  also  from  the  body  of  employees  who  are  to  be 
counted  for  the  purpose  of  deciding  whether  the  severance  pay  provisions  had  been 
triggered.  However,  it  was  still  necessary  to  decide  whether  the  offer  was  "reasonable" 
in  order  to  consider  whether  the  employees  receiving  the  offer  should  be  excluded.  The 
Referee  listed  a  number  of  factors  to  be  taken  into  account  in  deciding  the  reasonableness 
of  an  offer.  These  included  a  comparison  of  wage  rates,  hours  of  work,  nature  of  the  work 
done,  other  terms  and  conditions  of  employment  and  the  extent  to  which  inconvenience  was 
caused  to  the  employees  as  a  result  of  the  change  of  work  location.  In  addition,  the 
Referee  detennined  that  consideration  of  the  effect  upon  employee's  seniority  should  be 
taken  into  account. 

The  Referee  found  that  most  factors  were  sufficiently  similar  between  the  two  locations  as 
to  fall  within  a  zone  of  'reasonableness."  However,  the  facts  established  that  all 
employees  who  went  from  the  Lakeshore  to  the  Weston  location  lost  seniority  as  a  result  of 
joining  the  new  bargaining  unit.  The  Referee  noted  that  the  particular  provisions  of  the 
collective  bargaining  agreement  in  effect  for  the  Weston  location  diminished  the  role  of 
seniority  in  terms  of  job  security  because  the  emphasis  during  a  reduction  of  work  was 
upon  job  sharing  rather  than  layoff  ot  junior  employees.  He  concluded  that  no  single 
factor  could  be  considered  in  isolation,  and  found  that  the  negative  factors  regarding 
seniority  were  insufficient  to  support  a  finding  that  the  offer  was  unreasonable. 
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F.  Severance  Pay  Eligibility 

Occasionally  a  question  has  arisen  concerning  an  employee's  enlillemenl  to  severance  pay 
if  he  leaves  after  the  notice  of  termination  is  given,  but  before  the  effective  date  of 
termination.  In  the  Telegram  case,    the  Referee  had  little  difficulty  extending 
severance  pay  even  to  individuals  who  left  voluntarily  prior  to  the  end  of  the  notice 
period.  The  opposite  result  was  reached  in  Christie  Brown  and  Company  ^limited  v.  The 
Retail  Wholesale  Bakery  and  Confectionap  Workers,  Local  Union  0^07^  This  case  involved 
an  arbitration  wherein  the  union  sought  to  enforce  the  severance  pay  provisions  provided 
in  the  collective  agreement  which  stipulated  as  follows: 

"Any  full  time  employee,  with  two  (2)  years  of  service  or 
more,  whose  employment  is  terminate  by  the  company  as  a 
direct  result  of  the  closing  of  the  plant  shall  receive 
severance  pay  as  follows:../ 

The  employer  planned  to  close  the  plant  and  had  given  notice  of  termination.  However, 
some  employees  did  not  stay  until  the  effertive  date  of  termination  and  the  company 
reftiscd  to  pay  them  severance.  A  majority  of  the  Arbitration  Board  decided  that  the 
employees  who  left  early  were  nevertheless  entitled  to  severance  pay  on  the  basis  that  the 
notice  of  termination  was  effectively  tenmination  by  the  company.  Upon  appeal  to  the 
Manitoba  Queen's  Bench  by  the  employer,  the  court  quashed  the  decision,  ruling  that 
"notice*  of  termination  and  actual  tennination  were  not  the  same. 

G,  Avoidance  Versus  Evasion 

On  another  matter,  the  Referee  in  the  Dylex  case^  *  was  called  upon  to  de'emiine  whether 
the  employer  had  constructed  an  arrangement  or  scheme  intended  or  having  the  effert  of 
defeating  the  true  intent  and  purport  of  the  Ontario  Employment  Stancirds  Act.  The  union 
argued  that  the  offer  of  employment  made  by  Dylex  was  calculated  to  bring  the  number  of 
employees  actually  terminated  below  50.  The  union  contended  that  the  offer  was  not  made 
in  good  faith  and  that  had  all  104  employees  accepted  the  offer  the  company  would  have 
been  unable  to  absorb  them.  This  contention  had  some  justification  as  difficulties  were 
encountered  initially  with  absorbing  even  the  63  employees  who  did  accept  the  offer.  Some 
were  sent  home  for  a  short  period  and  others  had  their  hours  reduced  for  a  while. 
However,  they  were  all  assimilated  within  a  reasonably  short  period  of  time  and  the 
Referee,  while  granlins  that  Dylex  had  carefully  planned  the  closing  so  as  to  reduce  the 
number  of  termiriated  employees,  concluded  that  the  Act  invited  such  arrangements. 

Dylex*s  actions  were  therefore  analogus  to  "avoidance"  in  the  field  of  income  tax  as 
opposed  to  beir.g  the  equivalent  of  "evasion."  Furthe/,  the  employer  was  not  defeating  the 
intent  and  purf>ose  of  the  Act  so  much  as  it  was  carrying  out  such  intent  and  purpose.  The 
legislation  was  designed  to  avert  unemployment  and  by  making  a  reasonable  offer  of 
alternate  employment  the  employer  was  doing  just  that. 
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H.  Summary 

It  is  clear  upon  reviewing  the  various  decisions  which  pertain  to  plant  closings  that  it 
will  be  some  time  before  the  issues  will  be  settled.  However,  judicial  trends  are 
emphasizing  the  remedial  nature  of  the  legislation  and  interpreting  the  provisions 
wherever  possible  so  as  to  enhance  benefits  available  to  employees. 

in.     INDUSTRIAL  ADJUSTMENT  SERVICE 

A.  History 

The  Industrial  Adjustment  Services'  predecessor,  the  Manpower  Consultative  Service  (MCS), 
wa5  established  in  1963  by  the  federal  government  as  one  of  a  number  of  programs 
introduced  during  the  1960s  intended  to  involve  the  government  in  planning  concerning  the 
Canadian  economy  and  labor  market.  The  MCS  was  intended  initially  to  participate  in  the 
industrial  relations  community  in  order  to  enhance  the  transfer  of  labor  from  declining 
areas  of  the  economy  to  expanding  ones.  The  MCS  concerned  itself  with  the  problems  of 
employees  facing  termination  of  employment  due  to  plant  closings,  technological  change  or 
layoffs.  In  conjunction  with  the  establishment  of  the  MCS.  the  federal  government 
initiated  the  Canada  Manpower  Training  Program  designed  to  enhance  the  mobility  of 
employees.  As  a  member  of  the  Organization  for  Economic  Cooperation  and  Development. 
Canada  had  made  a  conscious  decision  to  implement  an  active  manpower  policy  to  meet 
perceived  challenges  due  to  technological  change  and  consequential  mismatch  of  skills  in 
the  labor  force,  a  labor  force  also  perceived  as  underdeveloped  and  undertrained  and 
lacking  mobility. 

Pursuant  to  these  developments,  the  government  revamped  the  National  Employment  Service, 
expanded  the  functions  of  its  component  agencies  and  developed  new  policies  and  programs 
related  to  enhancing  the  employability  of  the  labor  force.  The  MCS  was  staffed  by  civil 
servants  with  a  background  in  manpower,  training  or  the  personnel  field. 

The  MCS  was  intended  to  draw  on  expertise  in  the  private  sector  in  order  to  facilitate  the 
adjustment  of  displaced  workers,  specifically  by  contacting  employers  who  were  undergoing 
a  shut-down  or  significant  layoff  and  encouraging  the  company  to  join  with  its  employees 
or  their  bargaining  agent  in  establishing  a  tripartite  committee  known  as  the  Joint 
Consultative  Committee  (JCC)  for  the  purpose  of  formulating  a  plan  to  accomplish  the 
adjustment  of  workers  facing  displacement.  The  JCC  is  comprised  of  equal  numbers  of 
representatives  of  the  employer  and  employees  and  chaired  by  an  impartial  third  pany 
chosen  by  the  committee  in  consultation  with  the  MCS  representative.  The  function  of  the 
JCC  is  to  conduct  research  and  planning  with  assistance  from  the  MCS  representative  and. 
on  occasion,  from  outside  consultants  with  a  view  to  concluding  a  joint  plan  to  assist  the 
workers  in  finding  new  jobs.  The  committee's  costs  are  shared  by  the  participating 
parties. 

Initially,  the  MCS  operated  under  Orders-in-Council  promulgated  by  the  federal  executive 
branch  and  was  not  constituted  by  formal  legislation  as  such.  The  name  was  changed  in 
1984  at  the  request  of  Flora  MacDonald.  the  then  Minister  of  Employment  and  Immigration, 
who  wished  a  more  neutral  term  to  replace  the  word  "Manpower."  As  a  result  the  agency  was 
renamed  the  Industrial  Adjustment  Service  (IAS). 
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In  the  late  1970s  the  IAS  mandate  was  expanded  to  cover  problems  of  human  resource 
planning  and  the  recruitment  of  workers  in  connection  with  major  industrial  developments. 
During  the  recession  of  1982.  the  IAS  was  given  responsibility  for  administering  the 
federal  "work  sharing"  program.  This  was  a  scheme  introduced  by  the  government  as  an 
alternative  to  laying  off  a  number  of  employees  and  retaining  the  remainder  in  full-time 
employment.  The  work' sharing  program  involved  reducing  hours  of  the  entire  work  force  and 
supplementing  the  income  of  employees  with  unemployment  insurance  benefits.  In  addition, 
the  IAS  encouraged  and  contributed  funds  towards  the  cost  of  productivity  and  market 
studies  aimed  at  enhancing  the  health  and  prosperity  of  enterprise. 

In  1985  the  Canadian  Jobs  Strategy  was  formulated  as  a  successor  to  the  active  Manpower 
Policy,  which  had  been  in  existence  since  the  1960s.  The  Canadian  Jobs  Strategy  involved 
heavier  emphasis  on  training  and  incentives  for  training  as  a  reflection  of  the  federal 
government's  attempt  to  address  the  perceived  massive  structural  changes  affecting  the 
Canadian  economy  and  forecasts  thai  such  changes  would  continue  and  intensify.  The  IAS 
was  given  responsibility  for  the  'Community  Futures"  aspc«  of  the  Canadian  Jobs  Strategy, 
to  be  administered  on  a  regional  basis  by  regional  managers  of  the  IAS.  Community  Futures 
represented  an  attempt  to  interface  the  various  government  sponsored  training  programs  at 
the  provincial  and  federal  level  wiiJi  the  equally  numerous  planning  agencies  also 
established  at  the  provincial  and  federal  level.  The  rationale  was  lhat  each  of  these 
provincial  agencies  needed  to  have  some  coordination  and  consultation  with  federal 
agencies  such  as  the  Canadian  Occupational  Projection  Systems  (COPS),  which  was  concerned 
with  attempts  to  project  occupational  demands  and  supply. 

However,  despite  the  changes  in  increased  responsibilities,  the  IAS  remains  very  similar 
to  its  predecessor,  the  MCS,  in  focusing  upon  the  adjustment  of  workers  displaced  due  to 
plant  closings,  technological  change  or  mass  layoffs,  through  the  mechanism  of  the  Joint 
Consultative  Committee. 

B.  Organization 

The  IAS  is  a  reactive  organization  whose  involvement  depends  on  its  ability  to  persuade 
the  intended  recipients  to  accept  its  services.  In  other  words,  in  most  jurisdictions 
laws  requiring  employers  and  employees  to  accept  the  scrwccs  of  the  IAS  either  do  not 
exist  or  arc  not  enforced.  The  ^'S  program  therefore  is  largely  voluntary  and  this 
element  of  voluntarism  is  inherent  throughout  the  entire  process.  Employees  are  not 
required  to  seek  or  accept  assistance  from  a  Joint  Consultative  Committee  and  the  employer 
is  not  obliged  to  implement  its  rccommenations.  It  should  be  noted,  however,  that  in  some 
provinces,  such  as  Quebec  and  Ontario,  the  creation  of  Joint  Consultative  Committees  can 
be  mandated.  As  a  practical  matter,  employer  participation  in  establishing  such 
committees  is  much  higher  than  in  those  provinces  where  the  authority  to  order  creation  of 
a  committee  does  not  exist. 

Inducement  to  accept  the  services  of  the  lAS  is  provided  by  financial  incentives.  These 
incentives  take  the  form  of  cost  sharing  arrangements  to  allow  assessment,  technical 
advice,  consul*'»tion  and  assistance  In  dealing  with  the  numerous  government  agencies  and 
programs  which  have  been  created  for  the  purpose  of  providing  assistance  in  a  given 
situation  involving  displacement  of  workers. 
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Even  (hough  it  is  a  federal  prograin,  the  IAS  is  available  to  employers  not  directly 
subject  to  federal  jurisdiction.  Normally*  these  would  be  employers  who  would  be  covered 
by  the  group  termination  provisions  of  provincial  laws. 

The  IAS  is  administered  by  a  national  director  headquartered  in  Ottawa  and  by  regional 
managers  situated  in  the  various  provinces.  (See  Appendix  3  for  a  list  of  Regional 
Offices.)  In  general*  the  regional  managers  arc  responsible  for  contact  with  employers 
and  employees  or  their  representatives.  The  IAS  relies  on  intelligence  gathering  or 
sources  from  within  a  particular  provincial  government  to  identify  possible  candidates  for 
using  the  services  of  the  IAS.  Contact  is  then  made  with  the  employer  or  bargaining  agent 
and  discussions  commence  wth  a  view  to  organizing  a  Joint  Consultative  Committee  and 
concluding  a  Joint  Consultative  Agreement. 

As  a  practical  matter*  the  IAS  identifies  most  of  its  potential  clients  by  operation  of 
the  group  tennination  provisions  of  provincial  laws.  That  is,  because  emloyers  involved 
in  large-scale  closings  or  mass  layoffs  are  required  to  give  advance  notice  of  such 
closings  or  layoffs,  the  IAS  is  able  to  identify  those  employers  who  may  have  a  need  for 
Its  services. 

Upon  initial  contact,  an  IAS  industrial  consultant  wll  sit  down  with  the  parties,  outline 
the  programs  and  services  available  through  the  IAS,  and  seek  the  parties*  acceptance  of 
the  IAS  services.  In  some  provinces,  the  equivalent  provincial  agency  may  also  be 
involved. 

Once  agreement  in  principle  has  been  reached  the  IAS  consultant  prepares  a  document  (Joint 
Consultative  Agreement,  see  Appendix  4),  which  is  intended  to  detail  the  objectives, 
budget  and  cost  sharing  aspects  of  the  IAS  program.  The  !AS  con*u3tanl  also  may  assist 
the  parties  in  the  selection  of  a  chairperson  and  acts  as  an  advisor  to  the  chairperson 
and  serves  as  an  ex  officio  member  of  the  Joint  Consultative  Committee. 

The  costs  of  the  Joint  Consultative  Committee  are  usually  shared  on  a  50-50  basis  between 
the  IAS  and  the  employer.  In  some  cases  a  particular  province  may  contribute  a  share. 
For  example,  in  Quebec  the  division  is  always  one-third,  one-ihird,  one-third. 
Previouily.  if  a  bargaining  agent  for  the  employees  existed,  the  union  was  required  to 
contribute  to  the  cost  o!  the  Joint  Consultative  Committee.  However,  this  practice  was 
discontinued  in  the  i970s  and  it  is  no»  likely  the  program  will  be  changed  again  to 
require  tne  union  to  provide  a  share  of  the  funding. 

C.  PoUcy 

The  IAS  program  originally  was  premised  on  the  policy  of  the  government  that  the  economic 
well-being  of  Canada  depended  on  the  effective  utilization  of  manpower.  It  was  believed 
that  market  forces  left  to  themselves  would  not  respond  quickly  enough  to  changes  in 
technology,  economics  and  the  expansion  of  industries  requiring  new  or  different  skills. 
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In  addition,  the  govcn^mcnt  was  conccio'^  that  the  British  model  of  resistance  to 
technological  advances  might  be  repeated  in  Canada.  It  also  was  believed  that  the  support 
of  organized  labor  was  necessary  to  avoid  social  and  economic  disruption  caused  as  a 
result  of  labor  resistance  to  change  in  the  fabric  of  the  economy.  Laboi  ^rupport  could 
only  be  achieved,  it  was  contended,  if  unions  perceived  that  the  process  of  adjustment  was 
carried  out  In  a  fair  and  equitable  manner  with  their  full  and  equal  panidpation. 

The  government  also  believed  that  advance  planning  by  government  agencies  might  serve  to 
enable  business,  government  and  labor  to  forecast  changes  and  emerging  needs  for  new  or 
different  skills  in  time  to  be  ready  when  changes  aaually  occurred.  Without  the  support 
of  organized  labor  and  some  degree  of  central  government  planning,  the  government  was  of 
the  view  that  Canada  might  not  keep  pace  with  de^lopments  and  improvements  elsewhere. 
Accordingly,  an  interventionist  policy  seemed  appropriate. 

In  addition,  it  was  clear  that  successful  adjustment  of  displaced  workers  would  shorten  or 
eliminate  periods  of  unemployment  that  might  otherwise  occur  if  employers  and  employees 
were  left  to  their  own  devices  in  dealing  with  terminations  brought  about  as  result  of 
technological  or  economic  change.  The  IAS  was  seen  as  a  means  of  securing  financial 
commitment  from  the  employer  so  that  the  costs  of  displacement  would  not  be  borne  entirely 
by  society.  These  employer-supported  costs  included  not  only  the  expense  of  running  the 
Joint  Consultative  Committees  and  financing  their  operations,  but  also  potentially  the 
cost  of  training  programs,  early  retirement  benefits  and  so  on.  As  a  result  the  IAS  was 
intended  to  play  a  role  in  reducing  financial  pressure  upon  the  government's  social 
welfare  network. 

Finally,  the  IAS  was  seen  as  a  means  of  promoting  cooperation  and  understanding  between 
employers  and  employees  and  their  representatives.  It  was  believed  the  joint  consultative 
process  would  have  a  salutary  effea  on  labor  relations  because  of  its  non-adversarial 
structure.  Obviously,  this  faaor  would  be  meaningful  only  to  the  extent  that  the 
situation  did  no!  involve  a  complete  closure.  Hov/e\'er,  in  the  context  of  a  continuing 
operation,  it  was  hoped  the  JCC  would  establish  the  basis  for  a  more  lasting  relaUomhip 
between  the  parties  and  would  change  the  nature  of  the  relaUonship  from  an  adversarial 
one,  to  one  that  encouraged  joint  efforts  to  find  solutions  in  a  more  peaceful  setting. 
It  was  believed  that  if  the  parties  engaged  in  a  process  that  involved  joint  input, 
planning  and  decision  making,  more  trust  and  mutual  respect  would  be  developed  as  a 
result.  The  IAS  and  the  joint  consultative  process  also  could  help  dissipate  vrarker 
feelings  of  alienation  and  powerlessness  in  the  face  of  technological  change  or 
fluctuations  in  the  economy. 

Today,  the  IAS  is  seen  as  a  potential  contributor  to  more  effeaive  planning  for  future 
developments.  The  problem  of  labor  deployment  and  redeployment  in  the  face  of  large  scale 
and  ofien  confusing  changes  to  the  economic  structure  of  the  nation  is  one  which  the 
government  believes  is  best  addressed  with  input  from  all  sectors  of  society.  The  Joint 
Consultative  Committees  therefore  represent  a  source  of  research  and  praaical  experience 
which  can  be  drawn  upon  by  the  government  in  order  to  facilitate  its  eHbrts  to  plan  and 
provide  for  changes  to  Canada*s  mixed  economy. 
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Currently  the  IAS  Is  attempting  to  take  a  more  proaaive  stance.  Ihe  passive  and  reaaive 
nature  of  the  IAS.  as  it  has  traditionally  functioned,  is  seen  as  a  shortcoming 
considering  the  relatiNxIy  short  period  of  time  within  which  the  IAS  can  react  to  an 
announcement  of  displacement  due  to  a  closing,  technological  change  or  mass  layoff. 
Initiatives  are  being  taken  by  the  govemment  to  inject  the  IAS  into  situations  where  no 
particular  displacement  is  on  the  horizon  >  but  where  experience  indicates  that 
displacement  will  inevitably  occur.  The  govemment  also  hopes  that  the  iAS.  by  getting 
involved  at  an  earlier  stage  of  the  process,  may  be  able  to  slow  or  reverse  deterioration 
in  a  paittcular  enterprise,  thus  avoiding  the  necessity  for  a  closure  or  mass  layoff.  As 
a  result,  the  IAS  is  attempting  to  fomiulate  an  early  wainik^g  system  and  to  convince 
employers  and  employees  or  their  representatives  to  provide  for  the  establishment  of  a 
Joint  Consultati\'e  Committee  in  circumstances  involving  no  immediate  threat  of 
displacement.  There  ts  also  pressure  being  brought  to  bear  by  the  gONxmrnent  to  persuade, 
or  require,  employers  to  give  greater  periods  of  notice  in  connection  valh  strategic 
planning  or  forecasts  that  may  involve  displacement  of  workers  either  through 
technological  change  or  contraction  in  the  company's  operations.  It  is  believed  that  by 
giving  the  IAS  a  continuing  role  in  strategic  planning  with  a  company  and  by  involving  the 
employees  or  their  representatives  in  that  procts:.  preventi>*e  action  or  long-term 
adjustment  pfans  can  be  formulated  to  reduce  or  avoid  displacemr  ^. 

D.    Operation  of  Joint  Consultative  Agreement/Committee 

The  Joint  Consultative  Committee,  as  indicated,  is  made  up  of  an  equal  number  of 
representatives  chosen  by  the  employer  and  by  the  employees  or  their  bargaining  agent.  If 
a  union  is  in  place,  it  yfnW  select  the  employee  representatives.  If  there  is  no  union, 
the  employees  are  asked  to  choose  their  representatives.  The  total  number  of  employee  and 
employer  representatives  is  usually  not  more  than  six.  In  addition,  a  neutral  chairperson 
is  chosen  by  the  representatives  of  the  parties.  This  person  usually  is  drawn  from  the 
ranks  of  the  education  or  industrial  relations  community.  The  IAS  consultant  provides 
iechfiical  ttuvlcc  ttfid  aiM>  aCis     &  uttSOn  bcTwcen  itic  Solfxl  ConsUiUuvc  COniuliitec  and 
appropriate  governmental  agencies  which  may  be  in  a  position  to  provide  assistance  or 
money  for  training  or  adjustment.  The  IAS  consultant  also  serves  as  an  ex  offtcio  member 
of  the  JCC. 

Once  the  Joint  Consultative  Committee  has  been  staffed  and  an  agreement  signed,  the 
Committee  identifies  the  affected  employees  who  wish  assistance.  The  Committee  distributes 
a  questionnaire  to  deteimine  the  experience,  training,  skills  and  preferences  of  the 
employees  who  wish  assistance.  (See  Appendix  5)  At  the  same  time,  potential  employers 
are  identified  and  contacted  by  the  Committee  in  writing  as  to  the  availability  of 
employment  opportunities.  Govemment  programs  which  can  offer  a  source  of  assistance  or 
serve  as  a  means  of  av^justlng  employees  are  utilized  v^th  the  advice  of  the  IAS 
consultant.  Adjustment  options  which  the  Committee  may  explore  include  ftndln;; 
alternative  employmet?  ennlling  in  training  or  retraining,  joining  a  mobility  program, 
establishing  in  self  employment  on  either  an  individual  or  a  group  basis,  taking  early 
retirement  and  so  forth. 
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The  Committee  is  to  make  decisions  by  consensus.  In  fact,  there  are  rarely  disagreements. 
In  the  event  of  disputes,  the  chairperson  c:;srcises  the  deciding  vote.  However,  the 
Committee  cannot  commit  the  employer  to  a  particular  course  of  action. 

The  Committee  also  reviews  the  separation  package  prepared  by  the  employer,  which  may 
include  items  such  as  severance  payments,  early  retirement  options,  preferential  hiring  in 
other  company  locations,  relocation  assistance,  retraining  plans  or  financial  assistance 
for  workers  to  enroll  in  training  or  education,  employment  counseling  and  so  on.  The 
Committee  is  encouraged  to  evaluate  the  adequacy  of  this  package  and  where  advisable,  seek 
to  achieve  improvements. 

In  appropriate  circumstances,  as  part  of  the  overall  strategy  to  adjust  displaced  workers, 
the -Committee  may  also  consider  some  form  of  employee  sponsored  buy-out  of  the  existing 
operation.  This  option  is  usually  considered  in  the  context  of  a  complete  closing  where 
it  appears  that  the  o^^'^ration  is  sti^l  viable. 

Committee  costs  which  can  be  shared  by  the  IAS  consist  of  the  regular  straight  time 
salaries  or  wages  of  the  employer  and  employee  representatives  while  engaged  in  the 
actual  business  of  the  Committee;  necessary  disbursements  in  connection  with  the  operation 
of  the  Committee,  Including  travel  v^thin  Canada,  off:ce  suppUes  and  clerical  assistance; 
the  salary  of  the  chairperson  and  the  fees  of  consultants  that  are  appointed  by  the 
Committee  and  the  IAS,  although  such  consultants  are  usually  accessed  when  their  services 
are  clearly  cost  effective.  If  the  company  insists  on  using  its  own  consultants,  it  is 
not  normally  considered  a  shareable  cost. 

While  there  are  exceptions,  the  usual  cost  per  employee  adjusted  in  the  period  following 
the  1982  recession  is  between  $30  and  $150.  Interestingly  enough,  the  experience  has  been 
that  the  approved  budget  for  the  operation  of  the  Joint  Consultative  Committee  is  rarely 
exceeded  and  more  often  is  greater  than  the  amount  actually  spent.  This  factor  is 
referred  to  commonly  as  "slippage."  There  are  a  number  of  reasons  for  slippage,  including 
the  fact  that  the  IAS  consultant  sets  a  budget  which  is  not  likely  to  be  exceeded  to  avoid 
having  to  go  back  for  a  iuither  infusion  of  funds.  The  costs  of  the  Committee,  are  usually 
diarged  to  the  company,  who  then  bills  the  IAS  for  its  share  of  such  expenses.  Sometimes 
the  company  does  not  seek  reimbursement  for  the  full  amount  that  it  would  be  entitled  to 
receive. 

E.    Effect  of  Unionization 

The  Industrial  Adjustment  Service  works  best  if  a  bargaining* agent  is  in  place  at  the 
establishment.  The  Joint  Consultative  Committee  is  based  on  a  tripartite  system,  with 
representatives  of  the  employer  and  the  employees  appointed  to  the  Committee.  It 
therefore  lends  itself  to  an  existing  structure  where  the  employees  are  organized.  In  an 
unorganized  situation,  the  employees  mv*i  choose  representatives  to  act  on  their  behalf. 
Obviously,  where  a  bargaining  agent  exists,  the  process  .of  choosing  employee 
representatives  is  facilitated.  Where  ratification  of- a  decision  reached  by  the  Joint 
Consultative  Committee  is  needed,  it  can  be  accomplished  easily  if  a  bargaining  agent 
exists.  Representatives  of  the  IAS  generally  acknowledge  that  it  is  more  convenient 
dealing  v^th  an  employer  whose  work  force  is  unionized. 
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Another  factor  which  directes  the  IAS  to  unionized  estabiishments  i:  that  nonunionized 
employers  tend  to  be  much  less  receptive  to  the  ovenures  of  the  IAS  \^th  respect  to 
forming  a  Joint  Consultative  Committee.  Although  it  cannot  be  statistically  proven,  it  is 
the  authors'  view  that  nonunionized  employers  may  be  more  likely  than  their  unionized 
counterparts  to  use  a  gradual  process  of  employment  terminations  in  order  to  avoid 
triggering  group  termination  provisions.  Unionized  employers  are  also  more  likely  to  get 
pressure  from  the  union  to  estabb'sh  a  Joint  Consultative  Committee.  In  addition, 
unionized  employers  are  generally  more  accustomed  to  dealing  vnth  industrial  relations  on 
a  formalized  basis  and  therefore  may  be  more  receptive  to  the  prospect  of  establishing  a 
struaure  to  deal  with  displacement  of  workers.  On  the  other  hand,  employers  who  have  not 
had  to  deal  with  a  union  may  prefer  an  unstnictured  and  informal  means  of  dealing  with 
adjustment  of  displaced  employees,  if  they  adopt  any  means  of  doing  so  at  all. 

F,    Effect  on  Employees 

A  number  of  studies  have  been  conducted  analyzing,  in  whole  or  in  part,  the  effect  upon 
employees  who  are  the  subject  of  a  plant  closure  v^th  or  without  the  assistance  of  the 
IAS.  Some  of  the  results  have  been  surprising  even  to  the  researchers.  (See  Appendix  6 
for  study  references). 

First,  in  an  Executive  Summary^  prepared  by  the  IAS  and  designed  to  briefly  recount  its 
operation  and  effectiveness,  the  IAS  suggested  that  its  service  overall  was  cble  to 
shorten  the  period  of  unemployment  for  individuals-with  respect  to  whom  a  Joint 
Consultative  Committee  was  formed-by  an  average  of  two  weeks.  This  translated  to  a 
savings  of  approximately  $710  per  IAS  participant  compared  to  an  Ul  expenditure  of  $1 10 
per  person.  These  statistics  were  tendered  as  evidence  for  the  cost  effectiveness  of  the 
service,  as  well  as  its  ability  to  reduce  the  disruption  experienced  by  displaced 
employees.  The  benefits  to  society  included  reducing  the  pressure  upon  the  unemployment 
insurance  system  as  a  result  of  shoner  periods  of  unemployment,  in  addition,  the  summary 
contended  that  the  existence  of  Joint  Consultative  Conunittees  lessened  worker  resistance 
to  change  and  improved  industrial  relations. 

Other  studies  tend  to  reinforce  this  optimistic  assessment  of  the  IAS.  In  a  paper 
entitled  Labor  Market  Experiences  of  Woriters  in  Plant  Closures:  A  Survey  of  2 1  Cases 
submitted  to  the  Ontario  Ministry  of  Labor  in  May,  1984,  the  authors  disclosed  that  the 
rate  of  reemployment  among  persons  returning  questionnaires  was  61%  overall,  of  which  68% 
of  the  male  respondents  were  employed  and  45%  of  the  female  respondents  were  employed. 
This  figure  rose  to  78%  if  persons  who  had  left  the  labor  force  were  excluded.  Similar 
results  for  reemployment  were  found  in  a  study  conducted  approximately  12  years  earlier 
entitled  The  Effect  of  Advance  Notic^  in  a  Plant  Shutdown:  A  Study  of  the  Closing  of  the 
Kelvinator  Plant  in  London.  Ontario.    The  authors  found,  after  nine  months  from  the  date 
of  the  Kelvinator  shutdown,  that  62%  of  the  employees  were  fully  employed,  37%  were  not 
fully  employed,  of  which  four  percent  were  working  part-time  and  one  percent  had  retired. 

However,  the  source  of  n^mployment  has  been  found  to  primarily  involve  noninstitutional 
sources.  The  1984  Ontario  study  noted  that  75%  of  respondents  had  found  jobs  through 
informal  direct  sources  such  as  family,  friends,  direct  approaches  from  other  employers 
and  so  forth.  Only  nine  percent  had  found  jobs  through  the  auspices  of  the  Canada 
Employment  &  Immigration  Commission.  A  paper  prepared  at  the  University  of  Manitoba 
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entitled  A  Study  of  Three  Plant  Closings  in  Winnipeg'  reinforced  these  findings  and  noted 
that  the  three  individual  shutdown  cases,  offers  were  forthcoming  from  noninstitutional 
sources  in  84%.  57%  and  69%  of  the  respondents  respectively.  For  example,  the  Canada 
Employment  &  Immigration  Commission  ranked  fourttj  out  of  10  as  the  source  of  jobs  and 
second  in  terms  of  effectiveness.  The  Kelvinator  study  also  concluded  that  institutional 
sources  were  not  the  major  means  of  finding  jobs.  It  was  indicated  that  38%  of  the 
respondents  found  jobs  by  direct  application:  21%  from  a  friend.or  relative;  19%  from 
Canada  Manpower  (the  forerunner  of  the  Canada  Employment  &  Immigration  Commission):  nine 
percent  from  a  newspaper  advertisement;  eight  percent  from  contact  by  the  company;  two 
percent  unascertained  and  three  percent  "other." 

In  terms  of  the  effect  upon  earnings  as  a  result  of  the  shutdowns,  most  studies 
predictably  indicated  that  reemployment  earnings  diminished  in  constant  terms.  Both  men 
and  women  suffered  a  loss  of  eamjngs-in  the  case  of  men  a  nine  percent  loss,  and  20%  for 
women.  The  1984  Ontario  study,  however,  indicated  that  nominal  earnings  rose  from  an 
average  of  $320  weekly;  in  the  case  of  men  to  $354  from  $323,  and  in  the  case  of  women 
nominal  earnings  diminished  to  $222  from  $232. 

In  the  Manitoba  study/  statistics  showed  that  on  average  nominal  earnings  went  up  in  ail 
three  cases.  However*  in  terms  of  constant  dollars  the  average  was,  in  all  cases,  a 
decline  of  between  $40  and  $50  per  week.  The  study  concluded  that  overall,  68%  of 
respondents  earned  less  in  constant  dollars. 

The  Kelvinator  study*  indicated  that  43%  of  respondents  stated  their  earnings  had  gone  up 
or  stayed  the  same:  50%  said  their  earnings  had  gone  down  and  seven-percent  either  didn't 
know  or  didn*t  respond.  (It  was  not  mentioned,  however,  whether  these  responses  were  in 
terms  cf  constant  or  nominal  dollars.  Given  the  date  of  the  study  (1970).  it  is  likely 
that  there  would  be  relatively  little  difference  between  nominal  and  constant  dollars.) 

However,  the  most  suri'rising  result  was  that  a  plurality  of  respondents  in  all  studies 
indicated  that  they  peiceived  the  overall  job  satisfaction  to  be  higher  in  their^new  job 
than  in  the  job  from  which  they  were  terminated.  The  1984  Ontario  study    indicated  that 
42%  of  respondents  liked  their  job^  better  and  only  33%  indicatd  that  their  jobs  were 
worse  than  before.  For  Manitoba,     overall.  71.6%  of  respondents  from  ail  three  studies 
liked  their  jobs  ^Uer.  This  ranged  from  a  low  of  64%  in  one  case  to  a  high  of  81%.  The 
Kelvinator  study     suggested  that  overall  47%  of  respondents  rated  their  new  job  higher, 
24%  rated  it  the  same,  26%  rated  their  job  lower  than  before  and  three  percent  did  not 
know  or  did  not  answer.  The  Kelvinator  figures  were  categorized  into  specific  factors  of 
which  type  of  work  received  a  43%  "hig*  ir"  rating  as  opposed  to  a  17%  "lower"  rating  and 
job  security,  perhaps  not  surprisingly,  was  preferred  by  34%  and  rated  lower  by  only  14%. 
However,  a  plurality  of  40%  indicated  they  didn't  know. 

One  study,  the  1984  Ontario  paper.^  ^  provided  statistics  as  to  the  change  in  the  rate  of 
unionization  before  closure  and  aftenvards.  This  figure  is  significant  given  the  wide 
base  of  the  study  comprising  21  closures.  The  autltors  found  that  from  a  rate  of  68%  at 
the  time  of  closure  the  incidence  of  unionization  fell  to  39%  after  the  displaced 
employees  found  new  jobs. 
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Several  general  conclur.ions  can  be  reached  as  a  result  of  these  studies.  First, 
institutional  sources.  y^iiUt  not  the  nuyor  factor  Ln  locating  new  jobs,  definitely  play  a 
role,  one  that  appears  to  be  increasing  wth  respect  to  more  recent  studies.  In  terms  of 
effectiveness,  institutional  sources  rate  relatively  high.  However,  nonlnstitutlonal 
sources  provide  the  priniary  nf)eans  of  reemployment  and  therefore  unreasonable  expectations 
should  not  be  held  with  respect  to  the  ability  of  institutional  sources  to  play  the 
primary  role  in  adjusting  workers. 


Finally,  although  earning  rrtcs  appeared  to  decline  as  a  result  of  a  closure,  job 
satisfaction  went  up.  Some  of  the  more  hyperbolic  comments  regarding  the  negative  effects 
of  plant  closures  should  therefore  be  discounted. 

IV*-    EMPLOYER  OPINION 

A.    Emplojces  Who  Entered  Into  Joint  ConsulUdvc  Agreement 

Employer  acceptance  of  the  IAS  varies  wdely  depending  on  the  region  in  question.  In 
Newfoundland,  the  Regional  Director  reports  only  a  50%  acceptance  rate.  In  Nova  Scotia,  a 
majority  of  employers  who  are  invited  to  sign  a  Joint  Consultative  Agreement  do  so.  In 
Quebec,  tlie  vast  majority  of  employers  enter  inta  agreements.  However,  this  is  largely 
explainable  by  the  fact  that  forming  an  adjustment  committee  is  mandated  by  law  in  Quebec. 
In  Ontario,  95%  to  98%  of  employers  who  are  approached  agree  to  form  a  committee.  This 
too  may  be  explained  by  the  fact  that  in  Ontario  the  Labour  Minister  can  require  formation 
of  a  committee.  In  Manitoba,  roughly  60%  of  employers  have  agrc*xl  to  the  formation  of  a 
committee.  Again,  under  recent  changes  to  Manitoba*!  Employment  Standards  Act.  creation 
of  a  committee  can  be  ordered  bv  law. 

Representatives  of  the  IAS  from  all  regions  indicate  that  the  reaction  of  employers  who 
have  gone  Uirough  the  Joint  Consultative  process  is  almost  invariably  favorable.  The  IAS 
also  claims  a  high  success  rate  in  terms  of  workers  adjusted  relative  to  the  number  that 
apply  for  assistance.  In  ordo*  to  verify  these  statenjents,  the  authors  prepared  end 
distributed  questionnaires  to  companies  that  had  been  involved  wth  a  group  termination  or 
mass  layoff  within  the  last  few  years  in  Manitoba.  The  limitations  of  this  project  did 
not  allow  for  a  wide  survey,  for  example,  to  employers  in  Ontario.  However,  since 
Manitoba  has  a  well  developed  and  highly  diversified  manufacturing  sector  it  was  believed 
that  responses  from  employers  wthin  the  province  would  be  reasonably  representative.  No 
claim  is  made  wth  respect  to  statistical  significance.  However,  where  possible,  the 
results  were  compared  wth  statistical  surveys  in  other  regions  and  there  does  appear  to 
be  a  high  correlation  of  results  wthln  those  areas. 

The  questionnaire  asked  the  company  to  indicate  the  type  of  business  it  engaged  in. 
whether  a  union  was  present  and  the  nunmber  of  workers  employed.  The  questionnaire  also 
askftd  the  number  of  employees  terminated,  whether  the  termination  involved  a  complete  or 
partial  closure,  whether  notice  was  given  and  whether  the  company  entered  into  a  Joint 
Consultative  Agreement.  Where  a  committee  was  formed,  the  company  was  asked  to  describe 
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the  activities  and  success  of  the  committee.  Respondents  were  asked  to  assess  the  service 
in  tenns  of  effectiveness,  satisfaction,  cooperation  and  whether  the  employer  would  use 
the  service  again.  Finally,  the  company  v/as  asked  two  hypothetical  questions:  first, 
whether  it  would  be  in  favor  of  making  the  service  mandatory:  and  second,  whether 
legislative  requirements  to  justify  a  closure  would  have  an  effect  on  investment 
decisions. 

Approximately  60%  of  the  respondents  indicated  they  had  accepted  the  overtures  of  the 
Industrial  Adjustmeiit  Service  and  entered  into  a  Joint  Consuitatitve  Agreement.  Virtually 
all  of  the  respondents  who  had  agreed  to  form  a  committee  gave  assessments  which  could  be 
considered  favorable.  Only  one  respondent  indicated  any  reservation  with  respect  to 
utilizing  the  services  of  the  IAS  in  the  future.  That  situation  appeared  to  involve  the 
use-  of  a  JCC  chairperson  who  was  not  considered  particularly  effective. 

The  satisfaction  rate  was  generally  high.  On  a  scale  of  one  to  10.  most  respondents  were 
in  the  six  to  eignt  area.  Interestingly,  even  the  respondent  showing  the  lowest 
satisfaction  rate  (four  out  of  10)  still  indicated  it  would  be  prepared  to  deal  with  the 
IAS  again. 

Perhaps  the  most  significant  result  was  that  with  but  one  exception,  the  respondents  who 
used  the  service  rated  its  effectiveness  lower  than  their  satisfaction  with  it.  The 
effectiveness  rating  ranged  from  a  low  of  three  to  a  high  of  eight  with  most  responses  in 
the  five  and  six  area.  This  tends  to  suggest  that  although  the  respondents  generally 
liked  the  service  and  perhaps  appreciated  the  good  corporate  image  that  cooperation  with 
the  government  service  gave  them,  they  did  not  find  it  to  be  particularly  effective. 

G)nsistent  with  the  generally  favorable  overall  response,  the  respondents  indicated  that 
the  representatives  of  the  government  agencies  were  not  generally  intrusive  upon  them  and 
further,  were  reasonably  cooperative.  It  should  be  noted,  however,  that  many  respondents 
rated  the  federal  government  representatives  more  highly  in  terms  of  cooperation  than  they 
did  their  provincial  counterparts.  One  respondent  in  particular  rated  the  provincial 
lepresentatives  very  low  in  terms  of  cooperation.  A  number  of  companies  indicated  that 
they  had  been  subjected  to  efforts  by  the  provincial  representatives  aimed  at  averting  the 
decision  to  close  or  layoff  workers.  The  lower  esteem  accorded  the  provincial 
representatives  may  be  unique  to  Manitoba. 

As  might  reasonably  have  been  predicted,  the  majority  of  respondents  indicated  they  liked 
the  voluntary  aspect  of  the  Industrial  Adjustment  Service  and  were  against  the  prospect  of 
legislation  making  it  mandatory,  although  this  opinion  was  not  unanimous.  Two  respondents 
indicated  that  they  were  not  against  legislation  requiring  the  formation  of  committees. 
It  should  be  noted,  however,  that  neither  of  these  companies  do  business  any  longer  in 
Manitoba. 
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The  responses  were  strongly  negative  on  the  issue  of  legislation  requiring  companies  to 
justify  a  closing.  A  number  of  respondents  indicated  such  legislation  would  have  a 
significant  influence  on  investment  decisions.  However,  other  respondents  indicated  that 
such  legislation  would  not  play  a  large  role  in  deciding  where  to  locate,  perhaps  due  to 
the  fact,  as  one  company  indicated,  that  once  a  decision  to  close  is  made  justification  is 
not  difficult  because  it  is  not  noma!  practice  for  companies  to  close  profitable 
operations. 

Analysis  of  other  studies  appears  to  bear  out  the  view  that  the  Industrial  Adjustment 
Service,  while  useful  in  placing  some  employees,  does  not  achieve  a  unifonnly  high  degree 
of  general  effectiveness.  One  study  indicated  that  approximately  70%  of  displaced  workers 
found  jobs  through  friends,  family  or  other  informal  sources  while  institutiuonal  sources 
including  the  IAS,  Canada  Mar.power,  the  company  and  the  union,  altogether  accounted  for 
approximately  25%  of  jobs  found.  Statistics  from  Ontario  and  elsewhere  s-jggest  that  only 
about  half  of  the  employees  affected  even  request  assistance  from  a  Joint  Consultative 
Commttec,  with  varying  rates  of  success  achievcd.for  those  who  do  seek  help. 

It  seems  reasonable  to  conclude  that  the  element  of  voluntariness  which  has  historically 
applied  with  respect  to  the  Industrial  Adjustment  Service  and  similar  agencies  contributed 
greatly  to  the  generally  favorable  assessment  of  employers  using  the  service.  Because 
employers  have  voluntarily  agreed  to  use  the  service,  there  is  an  extent  of  commitment 
that  would  not  be  present  if  the  service  were  mandatory.  Having  starteJ  on  a  positive 
note,  an  employer  is  more  likely  to  view  the  process  positively  following  its  completion. 
'n:e  voluntary  element,  probably  also  has  an  effect  on  the  government  representatives,  who 
know  that  if  they  intrude  too  much  upon  the  employer's  operation  or  seek  to  impose  their 
will  on  an  employer  their  services  are  more  likely  to  be  rejected  by  other  employers  or  by 
the  same  employer  on  another  occasion.  This  fact  encourages  cooperative  rather  than 
destructive  beha^dor. 

Finally,  since  most  employers  prefer  to  maintain  a  good  image  vwth  the  government,  they 
are  most  likely  to  ^dcw  as  favorable  an  agency  that  is  perceived  as  benign  and  can  cause 
no  further  harm. 

B.    Employers  Who  Declined 

Employers  who  declined  the  services  of  the  IAS  were  not  generally  forthcoming  as  to  the 
spccfic  reasons  why  they  chose  to  turn  down  the  offer  of  assistance.  Some  indicated  that 
they  felt  the  IAS  was  not  worthwhile.  Others  appear  to  have  already  committed  the  maximum 
number  of  dollars  towards  adjustment  and  were  unwilling  to  get  involved  in  a  process  that 
would  involve  added  expense.  Still  others  formed  their  own  joint  committee  along  much  of 
the  same  lines  as  are  usual  for  a  committee  set  up  under  the  auspices  of  the  IAS.  Some 
employers  appear  to  have  avoided  triggering  group  '.emiination  provisions  pursuant  to 
either  provincial  or  federal  legislation  to  intention£illy  avoid  attracting  the  attention 
of  government  agencies. 
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The  survey  did  not  disclose  any  differential  on  the  basis  of  size  Utween  employers  who 
accepted  the  offer  of  the  IAS  and  those  who  did  not.  Other  studies,  however,  have 
indicated  that  smaller  employers  are  less  likely  to  form  Joint  Consultative  Committees. 
In  part,  this  may  be  due  to  the  structure  of  the  IAS  itself.  The  agency  is  less 
interested  in  and  less  likely  to  become  aware  of  smaller  closings  or  terminations.  As  a 
matter  of  policy.  Joint  Consultative  Agretinents  were  not  usually  signed  with  employers 
where  less  than  20  workers  were  affeaed. 

Some  employers,  although  they  did  not  accept  the  IAS,  still  support  the  concept.  However, 
they  are  strongly  in  favor  of  voluntarism.  One  employer  who  favors  the  IAS.  even  though 
it  did  not  utilize  its  services,  had  this  to  say: 

"Concentration  on  voluntary  programs  stresses  creativity  and 
problem  solving.  In  dealing  with  mandatory  controls,  too  much 
effort  is  wasted  by  industry  and  government  trying  to  outwit 
each  other.  Strong,  positive  and  creative  voluntary  programs 
will  attract  industry  cooperation." 

It  is  noteworthy  that  this  employer  committed  between  $15,000  and  $20,000  in  an  effort  to 
adjust  95  employees,  although  there  was  no  indication  in  ;he  response  to  the  questionnaire 
how  many  employees  were  successfully  adjusted.  This  computes  to  an  expenditure  of  between 
$150  to  $200  per  employee  affected.  That  is  in  excess  of  the  amount  usually  committed  on 
a  cost  sharing  basis  pursuant  to  the  signing  of  a  Joint  Consultativ.  agreement. 

Employers  who  declined  to  use  the  IAS  did  not  generally  feel  that  anything  had  been  lost 
as  a  result.  Although  the  possibility  exists  that  this  view  is  somewhat  self-serving,  the 
generally  low  rates  of  overall  effectiveness  of  the  IAS,  in  terms  of  jobs  located  as  a 
percentage  of  the  total,  would  tend  to  support  such  opinions.  It  should  be  noted  that  all 
employers,  including  all  respondents  who  declined,  nevertheless  went  to  considerable 
effort  to  assist  displaced  employees.  It  is  possible  that  employers  who  declined  the 
services  of  the  IAS  and  who  made  little  or  no  effort  to  help  employees  would  also  be 
unlikely  to  respond  to  a  request  for  information  that  would  tend  to  show  them  in  a  bad 
light.  There  appears  to  be  little  question  that  the  IAS  would  confer  a  worthwhile  service 
in  circumstances  where  the  employer  was  otherwise  not  inclined  to  commit  much  time,  effort 
or  money  in  an  effort  to  adjus  employees.  Where  employers  are  prepared  to  commit 
considerable  effort  and  fincuicial  resources  in  an  effort  to  minimize  the  effects  of  a 
group  termination,  the  IAS  may  still  make  a  contribution,  but  not  necessarily  an  essential 
one. 

There  are  probably  a  number  of  reasons  why  smaller  enterprises  are  less  likely  to  become 
Involved  with  the  IAS.  As  mentioned,  the  IAS  tends  to  fo^us  upon  larger  enterprises  and 
is  more  likely  to  become  aware  of  larger  terminations  simply  by  virtue  of  the  rivance 
notice  requirements.  Morjover,  smaller  employers  are  not  only  not  as  visible  but  are 
}  generally  less  sophisticated  and  less  oriented  to  institutionalized  ways  of  doing  things. 

It  IS  obviously  less  difficult  ^o  place  smaller  numbers  of  individuals  and  therefore  the 
employer,  as  well  as  the  IAS,  may  perceive  less  need  to  become  involved  with  the  other. 
Finally,  a  group  termination  in  a  smaller  enterprise  is  more  likely  to  involve  a  closing 
rather  than  a  lay  off  and  therefore  it  is  more  difHcult  to  locate  persons  in  a  position 
to  make  decisions  and  exercise  authority. 
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C.  Effect  of  Unionizadon 

There  appears  to  be  a  more  maiked  disinclinaticii  upon  the  part  of  unorganized  employers  to 
become  tnvolveo  with  the  IAS.  In  the  survey,  one*third  of  the  companies  who  declined  the 
IAS  were  non-union  while  one-seventh  of  the  employers  who  accepted  the  IAS  were  non-union. 
Overall,  statistics  indicate  that  50%  of  the  employers  utilizing  the  IAS  are  union, 
indicating  that  unionized  employers  are  disproportionately  represented  among  the  clients 
of  IAS.  The  general  ratio  in  Canada  is  approximately  35%  unionized  and  65%  non-unionized. 
In  part,  this  can  be  explained  by  virtue  of  the  fact  that  plant  closings  may  occur  more 
often  in  unionized  establishments  than  in  non-union  ones.  For  example,  in  the  survey 
conducted  by  the  authors,  80%  of  the  respondents  who  had  been  involved  in  a  group 
termination  were  unionized.  This  startling  ratio  is  not  duplicated  in  other  studies,  but 
indications  are  that  the  trend  is  there,  while  not  as  dramatic.  This  trend  is  also 
supported  by  the  fact  that  most  studies  show  the  source  of  new  jobs  for  displaced  workers 
to  be  primarily  from  non-union  employers. 

Again,  there  are  probably  many  reasons  for  the  fact  that  non-union  employers  tend  to  use 
t^e  IAS  less  than  their  unionized  counterparts.  Non-union  employers  tend  to  be  smaller, 
and  smaller  employers  are  less  likely  to  become  involved  with  the  IAS.  In  addition, 
non-unionized  employers  may  be  more  suspicious  of  government  agencies,  particularly  when  a 
substantial  proportion  of  government  employees,  including  the  members  of  the  IAS  staff, 
arc  unionized.  Although  there  is  no  evidence  to  support  tht  view  that  IAS  employees  might 
tend  to  promote  unionization  within  the  work  force  uf  a  client  company,  non-union 
employers,  particularly  those  who  are  not  closing  completely,  may  not  be  prepared  to  leave 
this  to  chance. 

D.  Summary 

In  summary,  then,  employers  who  have  gone  through  the  Joint  Consultative  process  generally 
express  favor"  le  views  as  to  the  experience,  although  they  appear  to  set  fairiy  low 
expectations «  *o  effectiveness.  Of  employers  who  declined,  some  appear  to  have  done  so 
because  they  considered  the  IAS  to  be  superfluous.  Others  siinply  wanted  to  avoid,  for 
various  reasons,  any  contact  with  government  whatsoever.  It  h  suggested  that  the 
geficrally  favorable  views  of  employers  who  have  utilized  the  sc^^ice  are  due  in  large  part 
to  the  element  of  voluntarism  which  provides  a  sense  of  commitment  among  those  employers 
and  also  confers  a  substantial  incentive  on  the  part  of  IAS  representatives  to  "sell" 
their  service  and  satisfy  their  "customers."  Smaller  employers  are  !fs$  likely  to  be 
involved  with  the  service  because  of  a  mutual  opinion  that  the  IAS  is  less  applicable  to 
small  employen.  Non-union  employers,  which  tend  to  be  smaller  on  average  than  unionized 
employers  are  less  likely  to  be  involved  in  a  group  termination  in  the  first  place,  and 
less  inclined  to  enter  into  a  Joint  Consultative  Agreement  with  the  IAS  to  avoid 
attracting  the  attention  of  government  and  organized  labor. 
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force  rcduc^ioBS  from  publiatio&s  Kross  the  U.S.  (Free  to  sponsora,  $95  annually  to  oUicrs). 

Legislative  Status/Analysis  Report:  a  current,  objective  review  and  anlysls  of  major  plant  closing  legislation 
at  the  federal,  sute  and  local  level.  (Free  to  sonsors:  $95  annually  to  othen). 

NaCOR  is  organized  as  a  nonprofit  501(c)(3)  organization  and  all  contributions  arc  tax  deductible. 


For  funher  information  on  NaCOR  activities,  publications  or  other  benefits  of  sponsorship,  please  contact; 

Gretchen  E.  Erhardt 
Director 


Senator  Metzenbaom.  Thank  you  all  for  your  cooperation, 
[Whereupon,  at  12:55  p.m.,  the  Joint  Subcommittee  hearing  v/as 
concluded.] 
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ECONOMIC  DISLOCATION  AND  WORKER 
ADJUSTMENT  ASSISTANCE  ACT 


THURSDAY.  MARCH  26,  1987 

U.S.  Senate, 
Subcommittee  on  Employment  and  Productivity, 

AND 

SUBCOMMnTEE  ON  LABOR, 

CoMMirrEE  ON  Labor  and  Human  Resources, 

Washington,  DC. 

The  Joint  Subcommittee  Hearing  convened,  pursuant  to  notice, 
at  9:37  a.m.,  in  room  SD-480,  Dirksen  Senate  Office  Building,  Sena- 
tor Paul  Simon  (chairman  of  the  Subcommittee  on  Employment 
and  Productivity)  and  Senator  Howard  Metzenbaum  (chairman  of 
the  Subcommittee  on  Labor)  presiding. 

Present:  Senators  Simon,  Metzenbaum,  Hatch,  Quayle,  and 
Adams. 

OPENING  STATEMENT  OF  SENATOR  SIMON 

Senator  Simon.  The  Subcommittee  hearing  will  come  to  order. 

We  are  taking  a  look  at  this  whole  question  of  dislocated  workers 
and  readjustment  assistance  legblation.  We  are  two  subcommit- 
tees, and  I  am  pleased  to  share  the  honor  of  chairing  this  with  Sen- 
ator Metzenbaum,  the  Chairman  of  the  Subcommittee  on  Labor. 

Let  me  read— because  the  last  session  was  primarily  focused  on 
plant  closing — let  me  read  just  a  few  paragraphs  from  the  Secre- 
tary of  Labor's  Task  Force  on  F/Conomic  Adjustment,  because  I 
think  they  are  pertinent  to  where  we  are  on  that  issue.  It  is  clearly 
one  of  the  things  that  needs  to  be  settled  here. 

Experience  has  also  shown  that  the  earliest  notification  possible  leads  to  more  ef- 
fective delivery  of  public  and  private  services  tc  dislocated  workers.  The  Task  Force 
is  in  agreement  with  other  studiu  that  have  concluded  that  advance  notification  is 
an  essential  component  of  a  successful  adjustment  program. 

There  are  several  other  quotes  here,  but  let  me  just  read  two 
more. 

Many  of  the  fears  regarding  advance  notification  have  not  been  realized  in  prac- 
tice. In  this  regard  the  Task  Force  found  no  evidence  that  the  productivity  of  the 
work  force  is  adversely  affected  during  the  notification  p»Jriod.  It  is  also  true  that  a 
recent  General  Accounting  Ofllce  survey  indicates  that  in  too  many  plant  closings 
and  permanent  mass  layoffs,  insufllcien^  advance  notice  of  job  loss  is  given  to  make 
possiole  an  optimal  private  or  public  role  in  the  reemployment  process. 

The  plant  closing  thing  was  the  major  focus  of  our  first  hearing. 
Today's  witnesses  are  primarily  going  to  be  talking  about  the  needs 
of  the  dislocated  workers. 
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I  also  have  a  series  of  statements  that  people  want  to  enter  in 
the  record,  and  they  will  be  entered  in  the  record  at  an  appr'.priate 
place. 

(The  prepared  statement  of  Senator  Simon  follows:] 
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OPENING  STATEMENT  OF  SKNATOR   PAUL  SIMON  (D.IL.) 
HEARING  on   PENDING   DISLOCATED  WORKER  AND  READJUSTMENT  ASSISTANCE 
LEGISLATION   Hl-KORE  THE  SUBCOMMI  fTEK  ON  EMPLOYMENT 
A-'n  PRODUCTIVITY  AND  THE  SUBCOMMITTEE  ON  LABOR 

Mnrch  26»  1987 

GOOD  MOI.NING,    I  AM  PLEASED  TO  WELCOME  ALL  Of  OUR  WITNESSES  TO 
THIS  JOiNT  HEARING  OF  THE  SUBCOMMITTEE  ON   LABOR  AND  T»- 
SUBCOMMITTEE  ON  EMPLOYMENT  AND  PRODUCT  ^ITY.     WE  HAVE  A  NUMBER  OF 
WITNESSES   TO  HEAR   TODAY.      THEY  WILL  PRO    ^DE  ADDITIONAL  INSIGHT 
INTO  ONE  OF  THE  MOST  SIGNIFICANT   ISSUES  FACING  DUR  SOCIETY  HOW 
TO  ST;'.M   the  tide  of  plant  closures  affecting  the  NATION'S  MAJOR 
MANUFACTURING  AND  OTHER   INDUSTRIES  AND   TD   RETRAIN   THOSE  WORKERS 
WHO  HAVE  LOST  THEIK  J03S   BECAUSE  OF  ECONOMIC  CONDITIONS  AND  OTHER 
CIRCUMSTANCES   BEYOND  THEIR  CONTROL. 

S.    538 »   THE  ECONMIC  DISLOCATION   AND  WORKER   ADJUSTMENT  ASSISTANCE 
ACT  OF   .987   WAS  INTRODUCED  ON  FEBRUARY    I9ch   BY  MY  DISTINGUISHED 
COLLEAGUE   FROM  OHIO,   SENATOR  MET/.ENBAUM,   THE  CHAIRMAN  OF   THE  FULL 
COMMITTEE,   SENATOR  KENNEDY,   AND  MYSELF  ALONG  WITH  ALL  OF  THE 
DEhOCRATIC  MEMBERS  OF   THE  COMMITTEE  AND  THE  MAJORITY   LEADER  OF 
THE  SENATE.      SENATOR  QUAYLE,   WHO   SERVES  ON   BOTH  S U BCOMM I T^EES » 
INTRODUCED  S.    785  »   THE  WORKER  RETRAINI,\G  ACT,   WHICH   EMB'^DIES  MOST 
OF  THE   PROVISIONS   IN  THE  ADMN I  ST RAT I  ON' S   BILL         THE  WORKER 
ADJUSTMENT  ASSISTANCE  ACT  (S.539,    THE  TRADE   EMPLOYMENT  AND 
PRODUCTIVITY   ACT  OF   1987).      BOTH  BILLS  CONfAlfl  SOME  USEFUL 
PROPOSALS  TO  ENHANCE  THE  FEDERAL  EFFORT  AND  EFFECTIVENESS    IN  THE 
WHOLE  AREA  OF  EDUCATION*   JOB  SKILLS  DEVELOPMENT  AND  WORKER 
RETRAINING   FOR  THOSE  WHO  HAVE  LONG   BEEN  ASSOCIATED  WITH  AMERICA'S 
MOST  IMPORTANT  RESOURCE  --   ITS  WORKER?. 

S.    5).S   ALSO  CONTAINS  WHAT  SOME  BELIEVE    fO   BE  A  CONTROVERSIAL 
PROVISION,   A   SIMPLE   REQUIREMENT  THAT  NOTICE   BE   PROVIDED  TO  THE 
AFFECTED  WORKERS   AND  THE  PUBLIC  OFFICIALS  WHO  WILL   BE  DIRECTLY 
AFFECTED  BY  A  PLANT  CLOSING.     ALTHOUGH   THE  SECRETARY  OF  LABOR'S 
TASK  FORCE  ON   ECONOMIC   ADJUSTMENT  AND  WORKER  DISLOCATION  REACHED 
NO  CONCLUSION  ON   THIS   IMPORTANT   ISSUE,    IT  DID  SAY  CATEGORICALLY: 

"Experience  has  also  shown  chat  the  earliest  notification 
possible   leads  to  more  effective  delivery  of  public  and  private 
services  to  dislocated  workers."... 

"The  T.isk  Force  Is   In  ai;reetaent  w*  ch  other  studies   thnt  have 
concluded   th.ic  advnnce   notification  ti  an  essential  component  of 
.1  successful  .idjustment  progra«.  .  .  .  "both  survey  and  interview 
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participants  note  that  advance  notice  Is  beneficial  to  eoployecs 
and  Is  an  essential  elenent  In  a  plant  closure  prograia,"  because 
notice  facilitates  greater  program  participation  nnd  becau<:e  "  a 
functioning  plant  Is  perhaps»  the  programs  slngle-nost  Inportant 
r»jsouroe.  

"....Many  of  the  fears   regarding  advance  notification  have 
not  been  realized  In  practice.      In  this   regard  the  Task  Force 
found  no  evidence  that   the  productivity  of   the  work  force  is 
adversely  affected  during  the  notification  period." 

"...    It  Is  also  true  that  a  recent  General  Accounting  Office 
survey  indicates  that   In  too  nany  plant  closings  and  periaanent 
mass   layoffs.   Insufficient   advance  notice  of  Job  loss   is  given  to 
nake  possible  an  optlnal  private  or  public  role  In  the 
reemployment  process,..." 

WHILr:  THE  TASK   FORCE  REACHED  N'O  CONCLUSION,    IT   IS   CLEAR  THAT  THE 
OVERWHELMING  EVIDENCE   SUPPORTS  SOME  SORT  OF   A  NOTICE  PROVISION, 
OTHERWISE  THERE  CAN  BE   NO  "RAPID  RESPONSE."   NOR  ANY  ABILITY  TO 
BRING   TO  BEAR  THE  KINDS  0?   RESOURCES  THIS   BILL  WOULD  PROVIDE. 

THAT  BRINGS  ME  TO  WHAT    I  THINK   IS  THE   CRITICAL  ISSUF-  BEFORE  THIS 
COMMITTEE  AND  THE  WITNESSES   HERE  TODAY         WHAT  KIND  OF  SERVICES 
AND  WHAT  DELIVERY  MECHANISM   OR  VEHICLES   SHOULD  BE  USED  TO  ENSURE 
MAXIMUM   IMPACT  AND  A  POSITIVE  RESULT.    IN  OTHER  WORDS.   WHAT  CAN  WE 
DO  TO  ADDRESS  THE  EDUCATION   AUD  TRAINING   NEEDS  OF  THE   II  MILLION 
WORKERS  WHO   LOST  THF.IR  JOBS   BbTl^EEN   1981   AXD    1985   (ACCOUNTING  FOR 
ON'E-THIKI)  TO  ONE-FOURTH  UF  ALL  ADULT  UNEMPLOYMENT   IN  AMERICA). 
MORr:  THAN  ONE  MILLION  OF  WHOM  ARE  STILL  OUT  OF  WORK!     S.  538 
CONTAINS  ANOTHER  EXTRKMF.l.Y    IMPORTANT   PROVISON^  BY  INCLUDING 
DISPLACED  HOMF.MAKERS   WITHIN  TllK   UEFlNinON   OF   'DISLOCATED  WORKER' 
UNDER  THE  JOB  TRAINING   AND   PARNERSHIP    ^CT.    THIS  WILL   REMOVE  THEM 
FROM  'SECO»MD-CLASS'    STATUS   IN  THE  PROGRAM.      I   KNOW  THAT  MY 
COLLEAGUES   FROM  MASSACHUSETTS  AND  UTAH  JOIN   ME   IN   SUPPORTING  THE 
INCLUSION  OF  DISPLACED  HOMEMAKERS   UNDER  TITLE   III,  JTPA. 

WE  HAVE  ALREADY   SPENT  MOST  OF  THE  TIME   IN  OUR  FIRST  HEARING 
TALKING  ABOUT  PLANT  CLOSING.     TODAYS  WITNESSES  HAVE  BEEN  ASKED  TO 
FOCUS  THEIR  REHAKKS  ON  HOW  BEST  TO  HAKE  THE  NEW  $640  MILLION 
AVAILABLE  TO  MEET  THE  NEEDS  OF  DISLOCATED  WORKERS.      I   TRUST  THE 
WITNESSES  WILL  COMPLY  WITH  THAT  REQUEST   FROM  THE  CHAIR- 

I    WANT  TO   REMIND  ALL  WITNESSES  THAT  YOUR   FULL  WRITTcN  STATEMENTS 
WILL  BE  ENTERED   IN  THE   RECORD   IN   FULL   AND  THAT  YOU   HAVE  FIVE 
MINUTES   IN  WHICH  TO  SUMMARIZE  YOUR  STATEMENT  ORALLY.     THIS  DEVICE 
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VA  FKONT  OK  MK  WILL  WARN  YOU  -  WITH  A  YKLLOW  LIGHT  WHKN  YOUR 
FIVE  MINUTES   IS  ABOUT  TO  END  —  AN»   I  WILL   INTERRUPT  YOU  AT  THE 
CONCLUSION  OF  THE  FIVE  MINUTE  I^ERIOD. 

I  WANT  TO  ENTER  SEVERAL  STATEMENTS  'iN  THK  RECORD,    FOR  THOSE 
WITNESSES  WHO  WERE   INVITED  BUT  COULD  SO f  BE  PRESENT  P^^^^N: 
JOHN  L.    CLENDENIN,    CHAIRMAN  AND  CHIEF   EXECUTIVE  OFUCER  Oh  THE 
BKLLSOUT  CORPOSRTION   FOR  THE  NATIONAL  ALLiANXK  OF  BUSINESS;  LEO 
R     TOUPIN     PRESIDENT  OF  JEFFBOAf.    INC.   AND  CHAIRMAN  OF  THE 
HOOSI^^R   FALLS   PRIVATE   INDUSTRY   COUNCIL  AND  CHAIRMAN   OF  THE 
INDIANA   PIC  CHAIRS   ASSOCIATION;    THE  HONORABLE  PAT  SKINNER,  A 
STATF   REPRESENTATIVE  FROM  NEW  HAMPSHIRE  ON   BEHALF  OF  THE  NATIONAL 
CONFERENCE  OF  STATE   LEGISLATURES;    THE  HONORABLE   FRANK  MILLER. 
CHAIR  OF  THE  KANE  COUNTY   (ILLINOIS)   BOARD  OF  COMMISSIONERS  AND 
CHAIR  OF  THE  NATIONAL  ASSOCIATION  OF  COUNTIES   EMPLOYMENT  STEERlN^C 
COMMITTEE;   THE  HONORABLE  HUBERT  H.    HUMPHREY,    III  WHO  SERVES  Ab 
ATTORNEY  GENERAL  FO  THE  STATE  OF  MINNESOTA;    JAMES   R.   KING  ON  ^ 
BEHALF  Or   THE  WESTERN  JOB  TRAINING  PARTNERSHIP  ASSOCIATION;  AND 
MR.    CHRIS   PRYOR  WHO   CHAIRS  THE  SOUTHERN  "  ^ '-^-A^^TTE  PRIVATE 
INDUSTRY   COUNCIL   IN   EUGENE,   OREGON.      WE  WILL  ALSO  BE  RECEIVING 
WRITTEN  TESTIMONY   FROM  SEVERAL  OTHER  GROUPS  COMMENTING  ON  BOTH 
BILLS,    INCLUDING  THE  NATIONAL  CONGRESS  OF  AMERICAN   ^ N^^-^^^^  "j^^^^ 
OPPORTUNITIES   FOR  WOMEN,   THE   NATIONAL  COMMISSION   FOR  EMPIOYMENT 
POLICY,   NATIONAL  JOB  TRAINING  PARTNERSHIP.    70001   TRAINING  AND 
EMPLOYMENT   INSTITUTE,    THE  OPPORTUNITIES   INDUSTRIALIZATION  CENTER 
AND  THE  NATIONAL  URBAN  LEAGUE. 

WE  WILL  HOLD  THE  RECORD  OPEN   FOR  TEN  DAYS  TO   RECEIVE  THESE  AX!) 
ANY  OTHER  STATEMENTS  Or!  THESE  BILLS. 

SENATOR  METZENBAUM? 
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Senator  Simon.  Senator  Metzenbaum. 

OPENING  STATEMENT  OF  SENATOR  METZENBAUM 
Senator  Metzenbaum.  Thank  you,  Senator  Simon. 
I  just  want  to  say  how  pleased  I  am  to  be  working  with  you,  Sen- 
ator Simon,  on  these  joint  hearings  we  are  holding.  Thiis  will  be  our 
last  hearing,  with  the  markup  scheduled  for  late  April  in  the  Full 
Committee. 

There  are  some  times  we  have  issues  before  us  in  which  the 
issues  are  sort  of  black  and  white,  and  it  is  very  simple;  I  can  thkik 
of  a  lot  of  them,  and  I  do  not  think  I  will  enumerate  them  here. 

But  in  this  instance,  we  who  are  supporting  the  legislation  want 
to  make  it  clear  that  we  are  prepared  to  work  with  the  critics;  we 
are  prepared  to  work  with  industry  and  with  labor  and  with  the 
Administration  to  try  to  work  out  particular  problems.  We  do  not 
want  to  be  a  party  to  doing  anything  that  will  be  hurtful  to  work- 
ing people  nor  to  their  employers.  So  I  want  to  say,  on  behalf  of 
Senator  Simon,  myself,  and  I  think  every  other  Member  of  this 
Committee,  that  our  doors  are  open  to  you,  and  we  are  interested 
in  making  some  progress  with  this  legislation  and  not  getting  into 
a  battle  royal  on  this  one.  Let  us  find  something  else. 

I  think  that  this  is  a  bill  that  possibly  lends  itself  to  working  out 
some  of  those  differences,  and  I  know  that  we  are  prepared  to  try 
to  do  just  that. 

Thank  you,  Mr.  Chairman. 

Senator  Simon.  Thank  you. 

Senator  Hatch. 

OPENING  STATEMENT  OF  SENATOR  HATCH 

Senator  Hatch.  Thank  you,  Mr.  Chairman.  I  am  happy  to  be 
with  you  this  morning. 

This  is  the  second  hearing  on  S.  538,  the  Economic  Dislocation 
and  Worker  Readjustment  Assistance  Act,  but  it  really  is  the  first 
hearing  on  the  specific  provisions  for  worker  readjustment.  In  my 
opinion,  Mr.  Chairman,  that  is  the  most  important  part  of  this  bill. 
It  is  the  viable  part  of  the  bill,  as  I  see  it. 

The  Administration  has  recommended  $980  million  for  the  re- 
training and  dislocated  worker  assistance  program.  This  is  a  recog- 
nition of  the  fact  that  experienced  workers  are  still  a  vital  part  of 
our  economy,  and  we  need  their  talents,  loyalty  and  work  ethic  in 
our  total  labor  force. 

But  if  America  is  to  grow  economically,  we  must  be  prepared  for 
change.  We  must  be  able  to  move  capital  and  labor  into  more  prof- 
itable ventures;  we  must  be  able  to  employ  new  technologies,  and 
we  have  to  have  workers  who  can  adapt  their  current  skills  as  well 
as  develop  new  skills. 

I  continue  to  support  the  JTPA  and,  of  course,  its  Title  ,  III  provi- 
sions. Title  in  has  provided  assistance  for  145,000  workers  during 
the  last  program  year,  and  it  has  achieved  a  placement  rate  of 
something  near,  as  I  recall,  close  to  69  percent,  which  is  a  pretty 
good  placement  rate. 

There  may  well  be  improvements  that  we  can  make  in  Title  HI, 
but  I  believe  its  success  thus  far,  even  given  the  limited  resources, 
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is  due  to  the  flexibUity  buUt  into  the  system  and  to  the  partner- 
ships that  have  been  established  at  the  State  and  local  levels. 

My  own  State  of  Utah  has  had  its  share  of  economic  dislocation, 
but  with  the  additional  resources  proposed  by  the  Administration,  I 
really  believe  we  can  help  our  neighbors  get  back  on  their  feet. 

I  look  forward  to  working  with  you,  Senator  Simon,  and  others 
on  the  Committee  on  this  legislation  which  will  improve  our  ability 
to  serve  these  fellow  citizens  and  to  help  them  in  a  time  of  need. 

I  want  to  say  a  special  word  of  welcome  to  Mr.  Jack  Klepinger 
from  my  State  of  Utah.  I  am  glad  to  have  you  here.  He  is  Chair- 
man of  the  Weber-Morgan  Private  Industry  Council,  and  I  am  very 
proud  of  the  work  that  they  do.  He  is  also  President  of  the  Nation- 
al Association  of  Private  Industry  Councils. 

Jack  has  been  a  leader  in  Utah  in  a  number  of  innovative  job 
trammg  programs  and  in  coordinating  JTPA  with  other  training 
and  educational  programs.  We  are  really  happy  to  have  you  here 
and  look  forward  to  hearing  your  testimony. 

I  want  to  thank  you,  Mr.  Chairman,  for  holding  this  hearing. 

Senator  Simon.  I  thank  you.  Senator  Hatch. 

I  would  simply  like  to  reinforce  Senator  Metzenbaum's  words.  I 
hope  that  this  is  an  area  where  some  practical  compromises  can 
get  worked  out  that  we  can  get  legislation  enacted. 

At  this  time  we  will  enter  Senator  Quayle's  opening  statement 
into  the  record. 

OPENING  STATEMENT  OF  SENATOR  DAN  QUAYLE 
Senator  Quayle.  Chairman  Metzenbaum  and  Chairman  Simon, 
as  ranking  member  of  the  Subcommittee  on  Labor  and  a  member 
of  the  Subcommittee  on  Employment  and  Productivity,  I  am 
pleased  that  we  are  having  a  hearing  today  on  legislative  proposals 
to  meet  the  needs  of  dislocated  workers  around  the  nation. 

Today  we  will  be  receiving  testimony  from  witnesses  on  a  bill  in- 
troduced by  the  two  Chairmen,  S.  538,  and  also  on  the  Administra- 
tion s  proposal  on  worker  retraining,  which  I  have  introduced  as  S. 
785. 

As  I  mentioned,  my  bill  is  based  on  the  Administration's  propos- 
al contained  in  their  competitiveness  package,  the  Trade  Employ- 
ment Productivity  Act  of  1987,  which  would  provide  for  one  consist- 
ent worker  retraining  program  at  the  federal  level.  This  bill  would 
amend  Title  III  of  the  Job  Training  Partnership  Act  (JTPA)  to  pro- 
vide a  new  program  for  rapid  response  to  worker  dislocation  by 
providmg  basic  readjustment  and  retraining  services. 

Other  pieces  of  legislation  to  provide  for  new  worker  retraining 
propams  have  been  introduced,  but  most  of  these  readjustment 
packages  are  tied  to  legislation  commonly  referred  to  as  "plant- 
closing"  legislation.  These  proposals  would  establish  a  federal  man- 
date to  provide  an  advance  notice  to  employees  regarding  the  shut- 
down of  a  plant  or  business. 

We  all  know  that  this  plantrclosing  legislation  is  extremely  con- 
^yersial  and  threatens  to  tie  up  any  legislation  it  is  attached  to. 
This  proposal  to  increase  funds  for  worker  readjustment  is  too  im- 
portant to  allow  that  to  happen.  That  is  why  I  introduced  my 
worker  retraining  proposal  as  a  free  standing  bill  so  that  it  can  be 
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considered  unencumbered  by  the  prospective  battles  over  plant- 
closing  legislation. 

LfOt  me  briefly'  illuminate  with  a  more  personal  reason.  In  Indi- 
anapolis, several  major  employers  have  recently  indicated  that 
they  will  be  closing  their  plants.  Hundreds,  possibly  thousands,  of 
workers  in  the  Indianapolis  area  will  be  affected  by  these  shut- 
downs, and  the  workers  will  need  assistance.  I  see  this  legislation  I 
am  introducing  today  as  a  way  to  help  these  dislocated  workers, 
and  to  do  so  quickly.  More  money  will  be  available  under  this  bill 
to  help  more  employees  find  new  jobs.  This  is  the  goal  I  am  after- 
getting  people  jobs.  Should  this  legislation  gef  tied  up  in  battles 
over  plant-closing  provisions,  we  may  not  be  able  to  help  those  dis- 
located workers. 

The  major  objectives  of  the  legislation  are  to  establish  an  early 
readjustment  capacity  for  workers  and  firms  in  each  state;  to  pro- 
vide comprehensive  coverage  to  workers  regardless  of  the  cause  of 
dislocation;  to  emphasize  training  and  employment  services  rather 
than  income  support;  to  provide  early  referral  from  the  unemploy- 
ment compensation  system  to  adjustment  services  as  an  integral 
part  of  the  adjustment  process;  to  foster  labor,  management  and 
community  partnerships  with  government  in  addressing  worker 
dislocations;  and  to  provide  the  flexibility  to  target  funds  to  the 
most  critical  dislocation  problems. 

The  eligibility  of  workers  would  be  the  same  as  under  Title  III  of 
JTPA,  and  includes  workers  displaced  by  plant  closings,  mass  lay- 
offs, and  other  experienced  workers  suffering  permanent  job  loss, 
regardless  of  the  cause  of  dislocation.  Unemployed  farmers,  and 
other  self-employed  individuals  would  also  be  eligible. 

This  is  a  key  change,  which  will  result  in  all  workers  being  treat- 
ed the  same,  despite  their  reason  for  dislocation.  There  is  little  ra- 
tionale to  maintain  our  two  current  dislocated  worker  training  pro- 
grams. Title  III  and  TAA.  Once  an  individual  loses  his  or  her  job, 
the  only  important  thing  is  the  provision  of  services  to  help  that 
person  find  a  new  job.  Having  two  programs  is  confusing  to  em- 
ployees and  often  slows  down  the  provision  of  services  as  compa- 
nies or  workers  try  to  figure  out  for  which  program  they  are  eligi- 
ble. 

The  services  provided  would  be  in  two  broad  categories:  basic  re- 
adjustment services,  including  assessment,  counseling,  and  job 
search  assistance,  and  retraining  services,  including  classroom  and 
on-the-job  training  and  relocation  assistance. 

A  rapid  response  capability  by  the  state  would  be  established  to 
assist  workers  affected  by  dislocation  as  quickly  as  possible.  One  of 
the  key  findings  by  the  Secretary  of  Labor's  Task  Force  on  Eco- 
nomic Adjustment  and  Plant  Closings  showed  that  the  earliest  no- 
tification possible  leads  to  more  effective  deir-ory  of  public  and  pri- 
vate services  to  the  workers. 

Governors  would  have  statewide  pkmning  and  ove!*sight  respon- 
sibility for  grants,  which  would  be  made  to  substaie  areas.  These 
substate  areas  could  be  one  or  more  current  service  delivery  areas 
(SDA)  under  JTPA. 

Thirty  percent  of  the  funds  would  be  allocated  to  each  state  for 
readjustment  services  and  rapid  response  capability,  with  further 
allocation  to  substate  areas.  Fifty  percent  of  the  funds  would  be 


301 

held  for  each  state  to  draw  on  as  needed,  up  to  a  pre-determined 
state  target.  The  remaining  twenty  percent  of  the  funds  would  be 
held  by  the  Secretary  of  Labor  for  discretionary  grants. 

The  legislation  also  includes  several  provisions  contained  in  Ad- 
ministration proposals  to  better  focus  the  public  employment  serv- 
ice (ES).  Stat^  would  have  increased  responsibility  for  determining 
the  best  mix  of  services  to  meet  their  needs,  but  those  services 
would  include  assessment  and  testing,  labor  market  information, 
job  search  assistance  and  referral  to  programs  operated  under 
JTPA.  Greater  coordination  between  the  ES  and  JTPA  would  be 
required. 

Because  of  the  need  for  increased  worker  retraining  funds,  I 
hope  we  can  move  on  this  legislation  quickly.  As  mentioned  before, 
this  program  is  too  important  to  be  tied  up  in  a  difficult  political 
battle  over  mandatory ^lant  closing  legislation. 

Chairman  Metzenbaum  and  Chairman  Simon,  I  look  forward  to 
these  hearings  and  to  the  tei^timony  of  the  distinguished  witnesses. 

Senator  Simon.  To  all  the  witnesses,  I  would  say  we  are  going  to 
enter  your  full  statements  in  the  record.  We  would  ask  that  you 
summarize  your  statements.  We  will  have  the  clock  working.  When 
the  yellow  light  goes  on,  that  means  you  have  one  minute  left;  the 
red  light  indicates  just  what  it  means  everywhere  else.  We  would 
appreciate  your  abiding  by  that  so  we  can  move  into  questions  in 
the  process. 

Our  first  panel  is  composed  of  Leon  Lynch,  Vice  President  for 
Human  Affairs  for  the  United  Steelworkers,  and  J.  Bruce  John- 
ston, the  Executive  Vice  President  of  the  USX  Corporation. 

Senator  Metzenbaum.  I  want  to  say  to  the  witnesses  that  I  have 
another  meeting,  and  I  do  not  mean  to  be  rude  to  you,  but  I 
wanted  to  come  and  indicate  that  my  concern  continues,  but  I  am 
going  to  have  to  excuse  myself.  You  are  in  good  hands. 

Senator  Hatch.  I  have  the  same  problem,  Mr.  Chairman. 

Senator  Metzenbaum.  Even  including  Orrin,  if  he  stays.  [Laugh- 
ter.] 

Senator  Simon.  And  let  me  add  for  the  record  that  Mr.  Johnston 
is  accompanied  by  John  S.  Irving,  Jr.,  from  the  National  Associa- 
tion of  Manufacturers,  and  Mr.  Lynch  is  accompanied  by  Jack 
Sheehan,  a  frequent  witness  before  this  body,  who  is  v^dth  United 
Steelworkers. 

Mr.  Lynch. 

STATEMENTS  OF  LEON  LYNCH,  VICE  PRESIDENT  FOR  HUMAN 
AFFAIRS,  UNITED  STEELWORKERS  OF  AMERICA,  PITTSBURGH, 
PA,  ACCOMPANIED  BY  JACK  SHEEHAN,  ASSISTANT  TO  PRESL 
DENT  LYNN  WILLIAMS,  UNITED  STEE.LWORKERS  OF  AMERICA, 
WASHINGTON,  DC;  AND  J.  BRUCE  JOHNSTON,  EXECUTIVE  VICE 
PRESIDENT,  USX  CORPORATION,  PITTSBURGH,  PA;  AND  JOHN  S. 
IRVING,  JR,  COCHAIRMAN,  LABOR  LAW  SUBCOMMITTEE,  NA- 
TIONAL  ASSOCIATION  OF  MANUFACTURERS 
Mr.  Lynch.  Thank  you,  Mr.  Chairman. 

Between  1979  and  1986,  over  210,000  jobs  in  steel  were  lost.  Fur- 
thermore, the  membership  of  our  union,  which  is  basically  a  metals 
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manufacturing  and  goods  producing  one,  declined  from  1.2  million 
members  to  just  about  600,000  today. 

According  to  a  July  1986  GAO  study  of  dislocated  workers,  1.4 
million  v/orkers  were  dislocated  with  66  percent  of  the  losses  being 
concentrated  in  the  manufacturing  sector. 

During  the  deliberations  in  the  Department  of  Labor  Task  Force, 
another  aspect  of  this  socially  disruptive  environment  in  which  dis- 
located workers  often  experience  significant  personal  adjustments, 
there  was  the  acknowledgment  that— and  I  quote — **Some  business 
closings  and  permanent  layoffs  are  inevitable  and  can  be  a  concom- 
itant part  01  achieving  and  maintaining  a  competitive,  healthy 
economy  and  a  strong  position  in  the  international  marketplace. 

This  reflection  was  also  observed  by  other  reports:  The  Office  of 
Technology  Assessment,  the  OECD,  the  ILO.  I  make  these  refer- 
ences to  the  inevitability  of  certain  structural  changes  and  the  ac- 
companying social  hardships  experienced  by  workers  because  there 
seems  to  be  a  basis  for  a  consensus  that  a  greater  public  sector  re- 
sponse is  needed  to  cope  with  the  social  and  manpower  problems 
evolving. 

According  to  the  Department  of  Labor  Task  Force's  view— and  I 
quote— "Responses  to  worker  dislocation  from  both  Government 
and  private  sector  have  been  spotty  and  narrowly  focused,  and  the 
United  States  lacks  a  comprehensive,  coordinated  strategy  to  deal 
with  the  problem." 

The  surprise,  however,  is  to  be  found  in  the  fact  that  business 
associations  and  corporate  representatives  of  large  industrial  firms, 
even  those  undergoinjj  sharp  restructuring  changes,  have  testified 
in  opposition  not  only  to  the  Economic  Dislocation  and  Worker  Ad- 
justment Assistance  Act,  S.  538  and  H.R.  1122,  but  even  to  the  con- 
cept of  early  intervention  in  "dislocated"  layoffs. 

The  Task  Force  certajnly  demonstrated— if  reaffirmation  was 
necessary — that  plant  shutdown  measures  do  not  mean  plant  shut- 
down barriers.  Yet  the  oppv>sition  to  the  bill  has  been  concentrated 
precisely  on  that  main  inteipretation,  namely,  that  the  legislation 
will  inhibit  and  restrict  economic  change. 

The  lack  of  notice  as  a  general  practice  is  indisputeble,  despite 
the  insistence  that  voluntary  notification  is  growing  as  a  generally 
accepted  practice.  It  is  a  practice  more  noted  for  its  absence,  ac- 
cordmg  to  the  OTA  report. 

Previous  legislative  proposals  had  also  coupled  the  adva^sce 
notice  obligation  with  private  secior-mandated  Benefits,  for  exam- 
ple, the  service  pay,  the  health  /;are  coverage,  since  there  were 
little  or  inadequate  public  sector  measures.  But  in  the  1985  version 
of  the  legislation,  the  mandated  benefits  were  deleted. 

Concentration  was  focused  instead  upon  readjustment  with  noti- 
fication as  the  first  step  in  the  process.  Again  the  OTA^  report 
firmly  states  there  is  a  broad  consensus  that  advance  notice  is  a 
humane  thing  to  do  and  that  notice  facilitates  effective  displaced 
worker  programs,  allows  time  to  plan  and  develop  a^ustment  as- 
sistance. 

We  therefore  strongly  urge  that  S.  538  not  be  separated  into  two 
bills  merely  because  their  current  emphasis  upon  competitiveness 
quite  rightly  notes  the  importance  of  upgrading  workers'  skills  for 
engagement  in  a  global  market. 
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What  we  are  dealing  with,  however,  is  the  problem  of  worker  dis- 
placement m  which  the  process  of  readjustment  begins  with  noHfi. 
cation  and  consultation.  Whatever  legislative  vehicle  is  utilized  for 
enactment  purposes,  it  is  of  the  utmost  importance  that  this  inte- 
gral relationship  be  maintained. 

Thank  you,  Mr.  Chairman,  and  I  still  have  time. 

Senator  Simon.  I  thank  you.  You  are  right.  You  have  at  least  a 
tun  minute  remaining.  I  want  to  commend  you  for  your  brevity 
and  I  hope  you  set  an  example  for  all  the  other  witnesses  here 
[Laughter.] 

[The  prepared  statement  of  Mr.  Lynch,  with  attachments,  and  re- 
sponses to  questions  asked  by  Mr.  Johnston  follow:] 
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The  enactment  of  Title  III  of  the  Job  Training  Partnership 
Act  (JTPA)  Injected  Xnto  the  public  forum  the  Issue  of  the 
dislocated  or  displaced  workers.    There  has  developed  an 
amarlng  consensus  (certainly  as  the  result  of  many  governmental 
and  academic  studies) ,  of  the  existence  of  this  new  type  of 
unemployed  worker  and  that,  in  the  words  of  the  DOL  Task 
Force  on  Economic  Adjustment  and  worker  Dislocation  of  which 
I  was  a  member,  "worker  dislocation  constitutes  a  markedly 
different  kind  of  unemployment  In  many  respects,"  Perhaps 
the  reality  that  the  economy  is  undergoing  such  deep 
transformations  or  structural  changes  cannot  be  ignored  or 
sidestepped  as  being  an  occurrence  which  has  happened  before 
as  in  our  economic  development.    Unlike  past  experiences, 
the  Impact  of  the  structural  changes  upon  workers  and  their 
communities  has  beei^  disruptive  and  chaotic  without  there 
being  positive  opportunities  for  transition  into  better  jobs 
and  potentially  higher  standards  of  living.    The  transition 
from  the  horse  to  the  automobile,  from  the  farm  to  the 
factory,  from  water  barging  transportation  to  rail  was 
indeed  tumultuous— but  there  was  always  the  expectations  of 
a  better  way  of  life.    But  such  is  not  the  case  today. 
Terminated  Steelworkers  cannot  expect  to  maintain  their 
standard  of  living  in  any  job  opportunities  being  offered— 
although  even  those  atJ  few  in    numbers.    Moreover,  the 
reduction  in  steel  jobs  has  been  phenomenal  in  terms  of  time 
duration  during  which  the  job  losses  occurred.    Between  1979 
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and  1986  over  210,000  joba  were  loat*    Purtheraore,  the 
laembershlp  of  our  union,  which  lu  tsslcally  a  netals 
aanu£actur/»ng  and  goods  producing  one,  decllnecl  from  1*2 
million  aeiabers  to  just  about  600,000  today*    According  to  a 
July  1986  GAO  Study,  Dislocated  Workers,  1*4  allllon  workers 
were  dislocated  with  66%  of  the  losses  being  concentrated  In 
the  manufacturing  sector* 


Employment  Annual 

Period  Decline  Rate 

1950-1960                 78,200  -1*6% 

1960-1970                 <1,900  -0*9 

1970-1980  112,500  -3*1 

1980-1986  1'62.000  -8.2 

Total  Decline  394,600 

Average  Rate  —  -13*8% 


The  OECD  In  reporting  on  measures  to  assist  workers 

displaced  by  structural  changes  noted: 

Structural  change  Is  an  ongoing  process  which  has 
always  been  a  feature  of  market  economies  and 
historically  has  led  to  higher  growth  In  real 
output  and  laprovgd  iTvlng  condltAona*    In  recent 
years,  however,  aany  OECD  countries  have  been 
experiencing  a  declinl >g  capacity  to  adapt  their 
labor  forces  to  the  changing  pattern  of  job 
opportunities  Resulting  from  structural  changes  In 
their  economies*  (Emphasis  added)* 

During  the  deliberations  In  the  Task  Force',  another 

aspect  of  this  socially  disruptive  environment  in  vhlch 

"displaced  workers  often  experience  significant  personal 

adjustments,"  there  was  the  acknowledgment  that: 

"*  *  *  Some  business  closings  and  permanent 
layoffs  are  Inevitable  and  can  be  a  concomitant 
part  of  achieving  and  maintaining  a 
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cospetitivenesa,  healthy  tconOBy  and  «  «trona 
position  in  the  internationil  Mrketplace." 

Thia  reflection  wa<  alao  obaarved  by  other  reports: 

o  Q;„^;^^^"o^Q<?y  Aaaeaa»en^>    -PLnt  closinga 

and  permanent  aaaa  iayoCCs  .re  a  continuing 
i;!*^*  oj  African  econoay.    Change  in  conditions 
of  co«petitiveneaa  and  a  rapidly  growing  field  of 

^f^ed  ""^To'rT^^^'S                  co-panlea  will  be 
created,  flouriah  and  exi?and,  others  will  go  out 
of  business.  .  .,nd  workers  will  be  displaced:- 
(Report;  Plant  closing;  Advance  wotice  and  Rapid 
Response  1986).  

o       oecd:    "At  the  sane  time,  the  reallocation  of 
workers  among  firma,  industries,  occupations 
and/or  regions  required  by  structural  change  is 
considered  essential  if  economic  growth  and  new 
job  creations  are  to  result  in  a  significant 
reduction  of  unemployment."    (Report;  Measures  to 
Assist  Dislocated  Workers.    1986.   ^ 

0  ILO:    -As  indicated  before,  the  need  for 
restructuring  of  the  steel  industry  is  a  necessary 
consequence  of  economic  and  technological 

norK2^!??L'?^:  *^  "  Pfi^ciple,  can,  therefore, 
not  be  called  into  question,    in  fact,  trade 
unions  in  many  countries.    .  .  do  accept  the  need 
for  restructuving  of  the  industry,    what  is 
debatable.  .  .  is  the  form  which  restructuring  is 
i2o?S«Pn?23        «ethods  by  which  it  is  planned  and 
implemented.  .  .    Structural  changes  are 
inevitable,  *nd  will  continue  to  occur  in  the  iron 
and  steel  Ind'ustry  in  both  industrialized  and 
•     developing  countries.*  (iron  and  steel  Committee, 
Eleventh  session  1986).  ' 

1  make  these  references  to  the  inevitability  of  certain 
structural  changes  and  the  accoapan/ing  social  hard:^:.ips 
experienced  by  workers  because  cnere  seems  to  be  a  basis  for 
a  consensus  that  a  greater  public  sector  response  is  nejded 
to  cope  with  the  social  and  manpower  problems  evolving. 
According  to  the  Task  Force's  view:    "...  responses  to 
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worker  dislocation  from  both  governaent  and  private  sector 
have  been  spotty  and  narrowly  focused,  and  the  United  States 
lacks  a  coaprehensive,  coordinated  strategy  to  deal  with^J^ht. 
problem*"    The  surprise,* however,  is  to  be  found  in  the  fact 
that  business  associations  and  corporate  representatives  of 
large  industrial  firms  —  even  those  undergoing  sharp 
restructuring  changes  —  have  testified  in  opposition  not 
only  to  the  Economic  Dislocation  ar^  worker  Adjustment 
Assistance  Act,  (S*  536  and  H*R*  ll2r,,  but  even  to  the 
concept  of  early  intervention  in  "dislocated"  layoffs* 

The  bill  before  this  Committee,  as  already  indicated, 
9rew  Out  of  the  realization  that  the  peculiar 
characteristics  of  dislocated  unemployjs^nc  requires  a 
coecial  response  If  the  adverse  effects  of  needed  structural 
changes  are  to  be  mitigated*    The  legislation  essentially 
affirms  the  need  for  early  intervention  through  advance 
employer  notification  in  situations  of  plant  closings  or 
mass  layoffs  when  the  worker  is  permanently  terminated  or 
''is  unlikely  to  return  to  his  or  her  previous  industry  or 
occupation"  so  that  basic  readjustment  services  and 
retraining  services  could,  through  a  rapid  response  system, 
be  delivered* 

The  Task  Force  certainly  demonstrated  —  If 
reaffirmation  was  necessary  — •  that  plant  shutdown  measures 
do  not  mean  plant  shutdown  b/irrlers*    Yet  the  opposition  to 
the  bill  has  been  concentrated  precisely  on  that  main 
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Interpretation;  naoely,  that  the  legislation  wlU  Inhibit 

and  restrict  economic  change. 

When  Secretary  Brock  established  the  Task  Force  in  October 

1985,  the  Congress  had  been 'addressing  one  aspect  of  the 

•  closure  problem,  Ke,,  whether  advance  noyflcatlon  of 

an  Impending  shutdown  or  mass  layoff  should  be  given  to 

workers  and  their  communities  ♦    The  lack  of  notice  as  a 

general  practice  Is  Indisputable,  despite  the  Insistence 

that  voluntary  notification  Is  growing  as  a  generally 

accepted  practice,    it  Is  a  practice  more  noted  for  Its 

absence.    According  to  the  OTA  Report; 

"The  GAG  survey  found  88  percent  of  larger 
estcbllshraents  provided  some  kind  of  notice  to  at 
least  soae  of  their  displaced  workers,  but  many 
people  got  little  or  no  specific  warning  that 
^hetr  jobs  will  be  lost.    For  example,  30  percent 
of  employers  given  no  Individual  notification  to 
blue  collar  workers,  and  another  34  percent  give  2 
weeks  or  less,    in  general,  the  amount  of  notice 
Individuals  receive  Is  short,** 

Previous  legislative  proposals  had  also  coupled  the 
advance  notice  obligation  with  private  sector  mandated 
benefits;  e,g,,  severance  pay,  health  care  coverage,  since 
'ihere  were  little  or  Inadequate  public  sector  measures.  But 
In  the  1985  version  of  the  legislation,  the  mandated 
benefits  were  deleted,     (Unfortunately,  for  many  unorganized 
workers,  without  the  benefit  of  collective  bargaining, 
shutdown  compensatory  payments  will  not  be  forthcoming) , 
Concentration  was  focused  Instead  upon  readjusirjent  ^flth 
notification  as  the  first  step  In  the  proce::s. 
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The  Task  Force  activity,  however,  in  evaluating  the 
readjustment  measures  and  their  delivery  system  provided  a 
valuable  contribution  to  the  development  of  a  restructuring 
response  system  by  indicating  the  inadequqacies  of  the  current 
programs  and  by  recommending  very  precise  and  substantive 
changes.    S.  538  and  the  Administration's  bill,  S.  539, 
capture  the  essesntial  parts  of  the  Task  Force's  report  on 
the  measures.    There  is  a  great  deal  of  similarity  between 

the  two  bills: 

o    establishment  of  a  dislocated  worker  function 
at  both  state  ana  federal  levels? 

o    creation  of  rapid  response  capacity  and  teams 
to  coordinate  readjustment  measures? 

o    promotion  of  joint  labor-management  community 
partnership  in  addressing  dislocations? 

o    provision  of  both  employment-related  and 
training  services  together  with  supportive 
services  including  income  maintenance  during 
training?  and 

o    emphasis  upon  early  intervention,  especially 
through  joint  labor-management  adjustment 
committees. 

I  wish  to  give  special  note  to  the  Report's  adoption  of 
the  supportive  measures: 

■The  Task  Force  believes  that  income  support  for 
dislocated  workers  should  be  of  adequate  duration 
to  support  substantive  training  and  job  search, 
workers  should  have  incentives  to  enroll  earlier  in 
training  programs,  and  income  maintenance  should 
be  continued  on  a  reasonably  necessary  basis  to  ^ 
encourage  individuals  to  complete  their  training. 

This  statement  constitutes  a  very  positive  endorsement  of 

the  observation  that  special  characteristics  of  the 
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structurally  displaced  worker  —  nature,  single-industry 
skilled,  longer-tern  connection  with  the  workforce, 
comnunity-oriented,  family  obligated  —  required  income 
maintenance  not  as  an  extension  of  unemployment  compensation 
but  as  a  cOBpl,enent  to  a  training  enrollment,  USWA 
experience  with  our  displaced  workers*  training  programs 
confirms  this  conclusion.    It  is  our  earnest  expectation 
that  the  training- income  linkage,  as  adopted  in  the  bill, 
will  be  adequately  financed  so  as  to  make  a  meaningful 
impact* 

A  greatly  revamped  dislocated  worker  adjustment 
assistance  should  certainly  evolve  from  these  two  bills.  To 
that  extent,  the  Task  Force  provided  a  timely  forum  for 
identifying  the  needed  changes  in  our  manpower  training 
programs. 

However,  the  Task  Force's  report  was  not  meant  to  be 
the  exclusive  scope  of  the  response  mechanism*    The  Task 
Force  highlighted  the  fact  that  the  public  sector 
readjustment  measures  were  inadequate  if  advance 
notification  were  not  provided,    Indeed  the  Task  Force 
reviewed  the  adequacy  of  the  public  sector  readjustment 
measures       the  context  of  an  Immediate  response  system. 
i*e,,  early  intervention.    One  of  the  Report's  conclusions 
states:    "Delivery  of  public  services  to  affected  workers 
should  begin  well  before  shutdown  or  layoff  if  possible," 
It  would  indeed  be  ironic  if  the  adjustments  elements  or 
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services  are  redeveloped  and  redesigned  for  immediate  delivery 
and  then  to  have  the  initiation  of  the  delivery  ignored  or 
unchanged  from  current  practice.    According  to  the  Report: 
"Experience  also  has  shown  that  the  earliest  notification 
possible  leads  to  more  effective  delivery  of  public  and  private 
services  to  dislocated  workers."    Other  studies  also  substantiate 
that  advance  notification  of  a  pending  closure  of  a  facility 
enhances  the  potential  of  adjustment.    The  OTA  Report  firmly 
states: 

"There  is  a  broad  consensus  that  advance  notice  is 
a  humane  thing  to  do  and  that  notice  facilitates 
effective  displaced  worker  programs.  .  .  allows 
time  to  plan  and  develop  adjustment  assistance." 

In  analyzing  the  international  reactions  of  countries 

with  steel  capacity  reduction  pressures  the  ILO  reaffirms 

the  obvious: 

The  experience  of  the  countries  most  directly  affected 
by  the  steel  crisis  shows  that  social  measures  in 
connection  with  restructuring  of  the  industsry  are 
most  effective  where  the  parties  concerned  start 
their  consultations,  discussions  and  negotiations 
as  early  as  possible.    The  earlier  employers,  trade 
unions  and,  where  appropriate,  public  authorities 
get  in  touch  with  each  othor  to  examine  together 
the  steps  to  be  taken  to  deal  with  a  reduction  of 
employment  in  the  industry,  the  greater  are  the 
chances  of  reaching  solutions  which  are  likely  to 
prevent  or  limit  workforce  reductions  or,  where 
such  reductions  are  inevitable  as  a  last  resort, 
to  carry  them  ouc  in  a  way  which  causes  as  little 
hardship  as  possible  to  the  workers  concerned.  At 
the  same  time,  early  contacts  between  employers* 
and  workers*  representatives  often  help  create  a 
climate  which  facilitates  solutions,  avoids 
confrontations  and  disputes,  and  ensures  that  the 
agreed  measures  are*carried  out  in  a  spirit  of  co* 
operation. 
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And  yet,  Mr.  Chairman,  it  is  unbelievable  that  sooe 

company  executives  vehemently  assert  that  advance 

notification  of  closure  is  primarily  designed  and  advocated 

as  a  means  to  prevent  closure.    Blind  adherence  to 

absolutist  principles  of  managerial  prerogatives  is  advanced 

as  a  justification  for  denying  any  mandated  closure 

notification*    The  representative  of  the  National 

Association  of  Manufacturers,  J.  Bruce  Johnston  (USX), 

blatently  declares: 

.  ♦  the  manifest  objective  is  to  attempt  to 
legislatively  repeal  market  forces  by  discouraging 
and  preventing  closings  and  layoffs  rather  than  to 
simply  provide  notice  to  affected  workers*  .  . 
/and  provide/  guarantees  against  inevitable 
structural  changes  in  the  economy  and  in  the 
business  in  which  they  are  employed." 

According  to  the  representative  of  the  Chamber  of 

Commerce,  Allen  R.  Thieme  (Amigo  Sales,  Inc.): 

"...  the  imposition  of  legal  constraints  on 
employers  to  impede  management's  ability  to  close 
or  relocate  plants.  ..  fails  ...  to  solve  the 
problems  of  dislocated  workers.  .  .    The  bill 
represents  an  assault  on  our  economic  system." 

Strangely,  both  these  representatives  extol  the  fact 
that  notice  is  being  given,  albeit  voluntarily.    But  no 
adverse  consequences  seem  to  follow:    "Voluntary  corporate 
practices  and  programs  to  mitigate  the  effects  of  plant 
closings  on  workers  and  communities  are  growing  in  number, 
effectiveness  and  sophistication."  (Thiem) 

This  year's  workers'  dislocation  bill  is  a  marked  improvement 
over  previous  bills  in  that  it  links  adjustment  measures  to 
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notificat ion/consul tat ion.    While  other  versions  sought  a 
recognition  for  compensatory  or  severance  benefits,  this 
bill  emphasizes  that  adjustment  and  replacement  are  direct 
and  main  objectives  of  a.  notification  system.    As  a  matter 
of  fact,  these  objectives  will  be  impaired  without  the  early 
intervention.    The  United  Steelworkers  of  America  has  successfully 
utilized  the  joint  consultative  process  to  develop  adjustment 
programs  for  laid  off  Steelworkers.    In  our  more  recent  contracts, 
despite  their  wage  concessionary  aspect,  there  was  an  expansion 
of  the  consultative  process  and  an  annual  commitment  of  corporate 
financing: 


We,  therefore,  strongly  urge  that  S.  538  not  be 
separated  into  two  bills  merely  because  the  current  emphasis 
upon  "competitiveness"  quite  rightly  notes  the  importance  of 
upgrading  workers*  skills  for  engagement  in  a  global  market. 
What  we  are  dealing  with,  however,  is  the  problem  of  worker 
displacement  in  which  the  process  of  readjustment  begins 
with  notification  and  cor.sultation.    Whatever  legislative 
vehicle  is  utilized  for  enactment  purposes,  it  is  of  the 
utmost  importance  that  this  integral  relationship  be 
maintained. 
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KQW  MANY  WORKERS  HAVE  BEEN  DISLOCATED  BY 
BUSINESS  CLOSURES  AND  PERMANENT  LAYOFFS? 

NUMBER  OF  WORKERS  DISLOCATED 


VuHb«r  of  «ork«rs 

■uaber  of 

■tiMber  of 

per  •stablltlHMBt 

•stabllsbMots  Mployee* 

50  to  99 

8,520 

313 

,400 

100  or  »ort 

/  r  /SU 

Ann 

Total  ditlocattd  worktrt 

for  tttablithnents  with 

50  or  mora  employaes 

16,310 

1,362 

,000 

■uBber  of 

RatA  of 

Hmber  of 

percent 

Industry  astablisfaMnts 

occurrence 

•arplov^'es 

of  total 

total 

7,790 

7*8 

1,048,600 

100 

Manufacturing 

4,650 

13*2 

694,900 

66 

Durable 

3,050 

17.7 

472,000 

45 

Nondurable 

1,600 

10.2 

222,900 

21 

Wholatale^Rctail 

690 

3*6 

69,200 

7 

Trade 

9fholatal«  Trade* 

Durabla 

270 

11.6 

22,800 

2 

Nholatale  Trade- 

Nondurable 

100 

4.4 

•  12,500 

1 

Retail  Trade 

320 

2.2 

33,900 

3 

Other 

2,450 

5.4 

284,500 

27 

Services 

1,750 

4.4 

181,100 

17 

Other  than 

services 

700 

12.4 

103,400 

10 
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'An  uncommon  courage':  Local  65^  strussle 


SOUTH  CHlCACiO.  ILL 

"What  vrtll  rt  be  like  when  Kmcn^Ao/- 
menl  (OC)  bcnefrti  run  out"  many  OSX 
lockout  victims  wondered  otoud  as  their 
struggle  entered  its  sUih  month.  How- 
eve  i.  thtt  huming  que*tk)n  did  not  affect 
their  determination  to  continue  "no 
matter  what"  untj  the  corT^>any  changed 
Its  position  on  bsucs  such  as  contract* 
logout 

For  members  o/ Local  65.  OSX  South 
CNcago(ll)  Works,  this  wasa  nwotpont 
They  made  it  through  the  k)ngest  work 
stoppage  in  st«l  history  without  OC 
District  Directof  Jack  Parton  called  theif 
stniggle  "or>c  of  uncommon  courage.** 

Teople  ask  us  how  d  id  we  do  it  How 
dklwclastihe  1 84-day  tockout  without 
unemptoymcnt  compen«tk)n?  We  did 
it  with  the  help  o(  the  untoa"  Local  65 
member  kma  Spencer  sakl  ptoudty.  "M^fe 
did  It  because  we  had  to.  OSX  wanted 
to  conuact  out  our  jobs,  h  was  do  Of  die 
fo<  us  and  we  knew  that* 

A  third  helper  with  1 0  years  ol  $erv>cc. 
Irma  1$  a  working  mother  who  b  the  sole 
support  of  two  (o(  her  three)  ch4kircn 
"Family  men^bers  helped,  too.  And  wc 
helped  each  other,"  she  said,  as  she 
pointed  to  two  Local  65  officers  busJy 
dispensing  WweekJy  food  vouchers. 

Irma  t)pjflc3  the  spirit  that  prevailed 
on  the  picket  Itnc,  at  the  k>caJ  union  hall 
and  in  members'  homes  throughout  the 
k)ckout  Hot  only  did  she  serve  picket 
duty,  she  volunteered  as  a  unton  ccn- 
setor  to  help  others  survive.  Every  agency 
(rffering  help,  such  as  energy  assistance 
funds  or  food  stamps,  wa»  pinpointed 
for  members  who  were  advised  on  propcj 
procedures  to  apply  for  akl  "Times  got 
red  hard  W  us."  she  sakl  "But  we  vkertnl 
about  to  give  up  " 

On  a  typical  Wustery  Chicago  irJd. 
winter  day,  a  steady,  orderly  flow  of 
members  signed  up  for  and  received  ^20 
food  vouchers.  Many  wore  *^Ve  Shall 
Overcome  OSX"  sweatshirts  and  spec; 


Trt*»urtf  Pijrton  CfanOtnon  W  We  Prt»J4tftt  Botfcy  JKK»ofl  pfKXUik^  Ox  voucher*  hi  sktry 

ulatedon  the  outcome  of  the  vole  for  a 
rKW  four-year  contract  "I  voted  to  ac- 


cept" Alfonso  Garcia,  a  welder  wtth  38 
years  of  service,  sakl  "V/e  got  what  ^ 
wanted  In  contracting  out  language.  Its 
an  honorable  settJttncot"  With  tvw>  b<^ 
ages  1 1  and  l4.tos^>portAlfonsoand 
his  wife  survived  on  her  part-lime  n>in' 
imum  wage  earnings  and  wjth  the  help 
of  the  unioa  "Pakl  health  Insurance  was 
ft  big  bdp  In  that  «t  took  away  a  v«xry" 
Like  many  other  members,  he  fell  be- 
hind on  the  nwtgage  but  the  lender  had 
reccKed  advance  warrung.  "V^'d  pay  half 
of  the  month's  mortgage  so  tbc/d  know 
wc  had  good  Intenttons."  he  declared 

Alfonso  remembers  the  ll&^str9<e 
In  l959,TtwasdiffeTentthcaNolnsur. 
ance,  no  Stnke  Fund."  he  recalled  "But 
I  was  able  to  get  a  part-tfnie  job  thea 
Today,  thanks  to  f^eagart  there  arent  any 
jobs  around.  Without  a  ur^  you're  lost 
We  dkl  what  we  had  to  do  then,  we  did 
It  now  and  we'll  defend  our  imk>n  again 
when  necessary." 

We  Ross.  LocaJ  65  president  pfBcsed 
the  solidarity  and  high  morale  which 
prevailed  throughout  the  lockout 
unleers  vwxked  in  the  kitchen  helptng 
feed  the  pickets;"  he  saWL  Twelvtt  ol  them 
wofi^ed  shifts.  Volunteers  counsded  our 
•nembers,  staffed  the  unk>n  halL  served 


on  the  picket  l«es-lhey  helped  us  help 
each  other," 

Mark  Collins,  a  boilermaker  with  17 
years'  service,  was  instrumental  In 
maintaining  morale  by  providirig  a  con' 
Slant  flow  of  vrtal  Information  to  mem« 
bers  via  a  weekly  teckout  bulletin.  This 
communkratkxYj  project  coordnated  at 
the  national  level  by  Vice  President 
George  B  tcker.  encouraged  all  OSX  k>- 
cals  to  pcWish  their  own  teckout  bulle- 
tin. "'Were  planning  to  resume 
publ<ation  of  our  k>cal  urtkxi  paper  now 
that  this  kxkout  Is  over.-  he  saW. 

For  machinist  Ed  Grard,  the  settle- 
ment came  In  time  to  help  him  keep  his 
home-  "Hey.  I  voted  to  stnke  If  necessary. 
We  have  no  regrets  because  OSX  didn  t 
give  us  much  choice." 

Director  Parton  pointed  with  prkie  to 
the  emergency  medical  program  for 
hospital  and  medical  benefits,  one  for 
surgical  benefits  and  an  emergency 
medical  fund  which  provkied  addrtkxwl 
specialised  medical  help. 

As  Local  65  PwsWenl  f?oss  put  it. -WcH 
keep  fighting  for  unemployment  bene* 
fits  because  it  was  a  lockout  not  a  strike 
Meanwhile  our  members  sent  a  signal 
to  (ISX  and  to  everyone  In  the  unk)n  wnh 
their  example.  We're  proud  of  each 
other.-  Q 


J      W      II  = 

Ma1(Ccain».loc«Jk<1iM4<dltM       Ed  Crwd.  no  locVoU  regrttt         Irma  Sptnctn  the  Umly  hci^d 


AVon«oG«rcl«:rc<iah)g  1959»tHkc 
f^bruary  1987/SteeUbor  II 


ERLC 


322 


317 


■  LTV- 51% 

■  WP-  10% 

■  OtherSteel-  13% 

■  McLouth-3% 

■  Continental  —  2% 


■  All  Others -21% 


SINGl£  EMPLOYER  PLANS 
UNDER  BANKRGPTCY 

Mort  thwi  thrtt-^uirtcr»  of  U>«  p«as1oa 
•UtiOXkt  •MiMHd  by  IM  MaU  Ptraion 
G<nt/K  CutfMy  Corp«rMlon  In  th«  p«»t 
dt<»at  htvt  b«cfl  lh««<  of  Mtd  cotnpMks. 
C««tr1n0  w«l  ovtf  1 00.000  Ktivc 
rctirtd  USVkA  nMmttrt.  KtUutii  I* 

12  SteeUbor/FebruAry  1987 


On  Jan.  29,  Ceorgc  Jonds.  $r^  an  &5* 
yeafoM  retired  stecKvorker  from  Mo* 
noogohela.  hit  tl«  top  prlic  In  the  Penn» 
sylvanla  lottery'-^  1 .000  a  week  for  life, 
wtth  ^1  million  guaranteed.  It  wasn't 
sooocthing  he  had  counted  oa 

Peof^  ought  to  be  able  to  count  on 
dignity  and  security  In  thetr  old  age. 
however.  That  ought  iwt  to  depend  on 
lock,  but  be  guaranteed.  Indeed,  mil* 
lloru  of  Americans  have  worked  hard  for 
a  lifetirne  in  the  bdief  that  they  had  such 
a  guarantee . , ,  that  they  hod  earned  the 
right  to  some  rest<  happiness,  and 
lianquUtty. 

Social  Security  and  Medicare  are 
anfK)r>g  the  urvierpiru^irtgsof  such  bel»e(. 
So.  too,  b  the  natkxi's  private  p<r«*cr* 
system.  In  the  establishment  and  pro* 
tectteo  of  which  the  (JSWA  has  played 
ma)or  roles. 

Workers'  pensk>n  funds  represent  a 
huge  pool  of  nx>ney  In  the  Amencan 
econofny  h's  been  estlrrwited  that  by 
1995.  less  than  a  decade  from  now.  these 
funds  v/UI  have  over  M  trillion  in  assets 
and  will  own  weil  over  half  of  tfie  slocks 
and  bonds  of  OS.  corporatk>n$. 

Yet,  todays  the  promise  of  pensions  has 
been  broken  for  thousands  and  thou- 
sands of  Americans  and  their  families. 
And  the  pfomise  has  become  tenuous 
for  millions  more. 

When  LTV  retirees  received  their  Feb- 
ruary  penskvi  checks,  not  many  days 
after  Jonas  woo  the  k>ttery.  those  of  ~' 
most  8.000  early  pensioners  had  been 
reduced  by  $400  or  more.  Many  Sled* 
workers  who  had  worked  for  Wheeltng* 
Pittsburgh.  Continental  Steel  and  oUier 
companies  had  earlier  found  them* 
seivei  shortchanged  on  pension  bene* 
fits— and  a  hell  of  a  piece  of  change  Wt 
been. 

The  assauh  on  penskm  guarantees  is 
threatening  not  only  those  already  re- 
tired, but  also  those  in  the  natk>n's  ac* 
tlve  work  force  who  some  day  will  expect 
todosa 

rSowhere  ts  the  problem  nvxe  dra> 
matk%  illustrated  than  In  the  AhkH* 
can  steel  industry,  where  a  growing 
number  of  companies  are  filing  for 
bankruptcy  and  voluntarily  or  involun* 
tarily  terminating  their  pension  pro* 
grams.  In  a  prrpared  statement  (or  a  ftb. 
20  hearing  In  Pittsburgh  on  pension 
problems  by  the  House  Labor*Manage> 
meni  Relations  Subcommittee.  OSWA 
President  tynn  WiUtams  listed  many  that 
have  gone  into  t>ankruptcy  in  ^ist  a  few 
short  years:  LTV.  the  largest  bankruptcy 


In  OS.  Nstocy.  whkh  embraces  three  stcei 
Companies>-Jones  and  Laughlm.  Re* 
public  Steel  and  Youngstoswi  Sheet  and 
Tube:  Wheelmg-Prtlsbufgh:  Kaiser  Steel 
of  Los  Angdes.  v»^h  just  the  prcvknis 
week  entered  Chapter  1 1 L  Mctooth  Steel 
of  Detroit;  PhoenU  Steel  and  Mesla  Ma  • 
chine  in  Pennsytvania.  Eastern  Stair^less 
Steel  of  Baltimore.  Guterl  Steel  and  Rob- 
Im  Steel  in  the  Buffab  area.  Van  Huffel 
'Rjbe  and  Erviuro  Stamless  in  Ohio,  any 
number  of  steel  foundries;  and  Conti* 
nental  Sted  of  Kokorrx).  Ind  ,  a  corr^a  ny 
no*/  in  lkiuidatk>a 

}n  delivering  that  testimony  for  Wil< 
liims  and  the  union,  USWA  LegUJatlve 
iJirector  Jack  Sheehan.  who  was  very 
heavily  invoKed  in  the  successful  Hght 
for  the  Employee  Retirement  Income 
Security  Act  of  1974.  noted  thatat  that 
linx  "Nve  were  trying  to  address  retiree 
problems  caused  by  the  lk;uklation  of 
companies."  whereas  'tiow  we  are  con- 
fronted l>y  companies  who  use  bank* 
ruptcy  to  reorganize,  but.  in  the  process, 
shed  their  pension  liabilities." 

Enactment  of  ERISA  established  the 
Ptcn$k)n  Benefit  Guaranty  Corporatioa 
the  agency  rtow  respons3}le  for  helpir>g 
protect  the  ret  Irement  incon>es  of  more 
than  38  million  participants  in  sonie 
1 12.000  private-sector  deTmed  benefit 
pension  ptans.  But  that  law,  in  conr^o* 
mising  the  controversy  over  cost  and 
coverage,  requires  the  PBGC  to  guar- 
antee only  basic  pension  benefits. 

While  the  PBGC  covers  in  full  the  pen^ 
sions  of  rtx)st  OSWA  retirees,  it  does  not 
fully  cover,  for  many,  the  early  penskm 
benefits  they  were  promised  TfvcPBGC 
maximums  set  forth  by  law  and  Ks  five* 
year*phase-in  ru!e  result  in  penskm  cuts 
for  some  individuals.  The  agency  s  ao 
tuarial  reductkxtt  because  of  the  younger 
oge  of  many  retirees  and.  nvost  impor* 
tantly.  the  fact  that  it  does  not  cover  pen* 
slon  "supplements"  are  affecting 
thousands. 

Such  "supplemenls"  were  a  crucial 
part  of  the  USWA's  and  other  unk)ns' 
response  to  the  wave  of  plant  and  de* 
partment  shutdowns  that  have  wracked 
industrial  AnKrica  in  recent  years.  But. 
through  bankri^Hcyi  con ip«ves  are  able 
to  av^  these  obligations. 

The  so-called  "nwgic  nun^bcrs"  pen* 
skxis-the  70/dO  and  ru!e-of>66  pen' 
sions  negotiated  by  the  unk)n<>a3lowed 
nwre  senkx  workersto  retire  when  their 
plants  or  departments  shut  down,  with 
pensk>n  supf^emen's  that  were  to  take 
the  (Akc  of  Social  Security  until  they 


ERIC 


323 


318 


Contents 


.rmuunr  imt 


The' fl^tback  on  pensions  conti^^ 

Thouundt  raOSedin\bung$(owTV 
and  public  hewlogt  in  CkveUnd..' 
PKUbursh.and  Wuhk^ton.  D.C 
brought  •ttention  to  ttw  tcfmlnation 
of  the  beneflU  o(  LTV  retirees,  the 
largest  pension  l»baky  action  In 
history.  Se«  pages  5  and  20. 

Broken 
promises:  the 
pension  crisis 

Thb  b  a  part  oJ  "Vw  pie"  that 
Steelworicefs  ifould  rathcc  net 
have:  the  nMSsJve  under  fufxkd 
pMsion  plans  assunxd  by  the 
OS  Pension  Benefit  guaranty 
Corporation  since  1977.  All  but 
21  percent  are  o(stedco(npa< 
nies      haye  Hied  for  banlt' 
ruptcy  The  Rrst  o(  a  scries 
examines  thb  crts^  and  the  re 
sponseof  the  (JSWA,  Congress 
and  the  PBGC  See  pages  12. 1 3* 
14. 


Bteelworkers  • 
wln'lathe 

After  two  and  a  h^  years  o( 
struggle,  the  USN^A  won  both 
representation  and  a  first  ' 
agreement  at  one  6(  the  largest 
mini  mills  In  ^  deep  South^t 
Bayou  Steel  In  Lp^Iana.  Hard 
work  and  a  *hang  tough" 
persistence  by  the  ur^kxi  Tmally 
broug^  victory  In  the  Bayou.  Sc« 
paged 

 i$i£aik" 


'Alilstoric 
jrear  for  Steel* 

I9 1 966  the  crisis  or  the  Ameri- 
can ited  Industry  continued,  but, 
through  landmark  advances  In 
contracting  out  prohiUUons,  Job 
sectjrit)!  proTA'Sharlng  and  In* 
dmtrlal  democracy,  the  USWA  * 
marked  a  slgrdficarK  vear  for  col' 
lectlve-bargakUng.  Holdout  (ISX 
completed  the  g^  In  Jarxisry. 
Seepage?. 


«Wiihftl^ty  J 
andjolisforall' 

Vlrtualty  an  of  the  nitfkm's 
Catholic  Nshops  heve  approved 
a  mafor  statement  wtUch  catts  for 
fun  employment  to  'make  an 
economic  denr>ocracy  to  nutch 
America's  political  democracy." 
The  statement  has  been  erf>^ 
dorsed  by  cour^erpart  rdigSous 
groups  o(  the  Protestant  and 
Jewish  coaununltles.  See 
P^21 
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USX  idle  facilities'  action  callous:  USWA 


.  .it  is  slieer  duplicity  for  USX  xnana^ars  to 
now  su^ast  that  tha  workers  or  their  union  are 
to  hlame  for  the  company's  actions.** 


prrrsBaRCM.PA. 

imcfTutional  President  Lynn  R.  Wil- 
ttams  accused  (iSX  Cocp.  of  caHous  and 
uncon$CK>oable  condtxi  h  pladog  fow 
facilities  on  indcTmrtc  kOe  status. 

The  compon/i  action,  v^Wch  leaves 
3.700  wMkers  in  Innbo.  was  annoonccd 
by  USX  Chairman  Dav«  Rodefick  on 
4.  four  days  after  (iSWA  members  ap' 
proved  a  nevi'  four-year  contract  that 
ended  a  six^month  lockout 

Roderick  (alsefy  clatfPcd  the  uniort  and 
the  members  had  been  warned  that  a 
v«>fK  stoppage  couW  lead  to  plant  ck>s« 
Ings.  And  he  punauated  his  announce- 
ment by  saying.  "tio>tf  the  'economic 
hammer  has  dropped" 

"What  a n  Insensitive  and  urKaring  at- 
titude toward  people  who  have  devoted 
thetf  fives  to  this  corporation."  WJliams 
saM  Its  difficult  to  tn«gir>e  that  this  de- 
velopment can  make  a  v^ry  positive 
conuibutioo  to  labof-nuinaQement  re- 
latiooships  at  (JSX.  I  can  hardly  Imagine 
getting  off  to  a  worse  beginning 

"During  the  talks,  the  company  told 
tlte  union  that  all  facilities  operatii^  be- 
fore the  kKkout  would  resume  opera- 
tiom  on  an  Of  derfy  bosts  as  work  became 
evaAjWe."  W&ams  said  "This  actk>n  flies 
in  the  fxe  d  assurances  plant  man- 
agers made  in  tetters  to  v^orker son  Dec 
•29.- 

James  li  McGeehan.  international 
treasurer  and  chairman  of  the  (JSX  ne- 
gotiating commiuee.  added.  "V/e  ne- 
gotiated a  new  conuact  wnh  (JSX.  but  it 
teems  we  were  no<  successful  in  c  hang- 
ing the  disposition  of  top  management" 

The  facHrtlcf  invotved  are  the  Geneva 
WVxks.  Provo.  (Jiah,  the  hot  end  and  i^pe 
miU  B{  Bayto^^  "Kuas:  the  r^tion^ 
plant  in  AicKeesport  Pd^  and  the  Sax- 
ocburg  sintering  pla  nt  in  Saxonbur  g.  Pa. 

T)K  annouTKement  came  desp«te  the 
coTDpanys  repeated  assurarvces  during 
negotiations  that  ail  facilities  would  re 
open  on  an  ofderty  baws.  The  same  rep 
resentaiion  was  noade  to  Williams  by 
RoderKk  in  a  teiephor^  conversation  on 
Feb  2. 

Tlie  union  Jus  demanded  a  n>eeting 
between  the  company  and  kxal  iv^ion 
officefs  from  the  affected  facilities  ^Vsof 
StMbbor's  pf  ess  time,  there  had  t>een 
no  response. 

In  letters  to  the  negotiating  commit- 
tee and  members  at  the  four  plants,  the 
union  s  top  negotiattng.committee 
ported  out  that  lite  company  rejected 
an  offer  for  a  conuact  extension  that 
woukl  have  Kept  workers  on  the  job  an^ 

4  StceiaJ^/reUpary  l9dZ 


permKted  r>egotlatk>ns  to  continue. 

The  committee  also  noted  that  var- 
kxis  WaB  Street  specufcrtors  vyng  to  wm 
control  of  the  company  had  demanded 
that  (JSX  be  "restructured"  to  increase 
the  vafoe  o*  the  compan/  s  stock. 

"...  K  Is  sheer  dupl<ity  for  (JSX  man- 
agers to  now  suggest  that  the  workers 
or  their  union  are  to  blame  for  the  com* 
pany's  ectkjns."*  the  commntee  sakJ.  if 
the  ccoTKmic  circumstances  of  the  steel 
lr>dust/y  Justify  kl]«>g  Utese  plants,  they 
woukJ  h«n%  been  kOed  anywa/.  and  (JSX 
should  say  so. 

If  pressures  from  WaSI  Street  specu- 
lators have  forced  RoderKk  to  idle  these 
plants,  he  shouM  place  the  biame  Vb-here 
h  belongs->on  the  speculpiors.  not  the 
victims." 

McCechan  said  the, union  wouki  at- 
tempt to  persuade  the  company  to  re- 
open the  plants,  vihile  policing  the 
contract  to  make  sure  r>one  of  the  work 
of  those  faciUies  b  bevHI  contracted  out 

In  additbn.  McCeehan  sakt  *tf  the 
unk>n  Tmds  that  the  plants  are  periru- 
nently  closed  and  shutdown  benefits 
shouM  be  provided,  the  tnterrutlonal  will 
join  with  the  local  uriions  in  enforcing 
the  members'  rtghts  to  such  benefits," 
U 

Lx«l  2701  tnttrJbvt  «l  USX  Gtnna  Wo«it 
(Wft)  In  Orcm,  UuK.  returned  to  *ttt 
ffwnth  lo<i«ul  only  t*  Itwfl  thdr  pto«4  k  on 
WklnJu  Mk.  (J5X  Mnoun«4  k  woUd  tdk  U)t« 
m4  .MM  other  mMs  InvoMtf  3,700  ««r^cf« 
M  a«y«  tfttf  USWA  mcmbcf  •  t^lM  •  t*<k- 


ln0  bMlc  tM  Iw;!^  oflh*  flv»  n^or: 

tht  JUSWA  In  1 9a6  kodf  (ISX.Cotp; 
vMdi  to  Jiwtiwy;«ia  mNt  hef«. 
for  tn  ImtMtve  fW«^  eorAfK*  Inrv 


emphi^  onthcpfohUtton'ofcbrv  '  Mitti  of  NnfiiAnhthfA^|y*M: 
fraeting  out  md  um.oT  th«  grksimct »  W'Jofii  V>^'pMM*r^)Mj(^^ 
pcocedur«. hhl« opening refn*H(s.A^'  ^  yK<  cowwUtt*  ^tont/iwn  fWK 
lUuM  to  th^'Prerident  S<m  Omen>,^  jim^<:^ft%>irtm,t^^mm'M 
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FIVE  GATEWAY  CEN' 


tGH.  PA,  15222 


April  16,  1987 


The  Honorable  Paul  Simon 
United  States  Senate 
Washington,  D.C.  2C510 

Dear  Senator  Simon: 

Enclosed  is  a  copy  of  ny  response  to  Bruce  Johnston, 

USX,  relative  to  his  comments  on  S»  538» 


Sincerely, 


Leon  Lynch,  Vice  President 
Human  Affairs,  USWA 


Enclosure 

CC:    Senator  Howard  Mctzcnbaum 
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IQH.  PA.  15222 
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April  13,  1987 


Mc«  J«  Bruce  JoI.*:iston,  Exec.  Vicid  r-reb. 
EMployee  Relations 
USX  Corporation 
600  Grant  Street 
Pittsburgh,  PA  15230 

Dear  Bruce: 

Z  am  enclosing  with  this  letter  a  number  of  comments 
relative  to  your  observations  on  S«  538*    Z  recognize  that 
while  you  did  testify  in  behalf  of  the  Hational  Association 
of  Manufacturers,  your  observations  sight  reflect  the 
experiences  of  a  najor  employer*    In  fact,  Z  assumed  the 
application  of  a  notification  provision  in  industrial 
facilities  like  steel  was  our  joint  assignment  and  one  whi'^h 
*  would  be  most  helpful  to  the  Senate  committee* 

Zn  general,  Z  agree  with  your  introductory  paragraph 
concerning  the  purpose  of  the  notification;  namely,  to 
provide  adequate  notice  for  readjustment  assistance* 
A  key  factor  in  the  adjustment  procefis  is  early  notification 
of  layoff*    Zt  is  important,  therefore,  that  there  is  a 
proposal  for  mandatory  notification  in  your  comments,  albeit 
at  a  level  of  terminations  higher  than  is  reasonable* 

Bowever,  the  bill  does  not  limit  the  notice  only  to 
those  situations  involving  permanent  plant  closures,  but 
extends  it  io  circumstances  where  the  layoffs,  in  terms  of 
duration,  indicate  the  need  for  readjustment*    Zt  is  useful, 
therefore,  to  affirm  the  need  for  prer.oti^icatlon  where  a 
permanent  termination  is  planned  and  to  distinguish  cyclical 

*  layoff  situations  in  which  workers  say  not  have  a  reasonable 
expectation  of  returning*    Zn  your  testimony,  you  indicated 
there  were  28  situations  at  five  facilities  where,  under  S* 

*  538,  notification  would  have  been  triggered*    Perhaps  if  we 
could  analyxe  those  situations,  we  might  be  able  to  make 
some  practical  delineations*    For  instance,  hov  many  workers 
were  laid  off  in  each  of  the  instances  and  bow  long  did  they 
experience  unemployment? 
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^K«-.^?  '^Si^  ^  reasonable  to  exclude  fro«  notification 
tho«e  layoff  events  in  which  the  employer  had  every 
expectation  to  recall  the  worker*.    If  their  situation 
changed  during  the  layoff  period,  then  the  eaployer  would 
notify  the«  of  the  change  in  status  so  that  they  could  enter 
a  readjustaent  phase.    In  this  situation,  the  notice  would 
not  be  strictly  a  ti«e-specif ic  notification  prior  to 
une»ploy»ent,  but  would  be  a  change  in  status  wETTe  on 
xayoCC* 


Sincerely, 


Iicon  Lynch 
Vice  President 
Bunan  Affairs 
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USHA  'CC»«MENTS 
on 

Bruce  Johnston's  Observations 


Introductory  Paragraph 

There  are  a  nusi)er  of  policy  points  presented  in  this 
paragraph  with  which  Z  would  agree  and  would  suggest  that 
they  could  be  incorporated  into  the  legislation  or  |bhe  committee 
report:  ^ 

(a)  There  is  a  wide  diversity  in  economic  activity 

which  requires  layoff  flexibility.    However^  a  mandated  \ 
notification  procedure  need  not  restrict  flexibility.  The 
legislation  already  provides  for  a  diversified  notification 
schedule  dependent  upon  the  number  of  workers  being  laid 
off.    Also,  "unforeseeable  business  circumstances**  may 
entirely  void  the  obligation  to  give  notice. 

Comment:    Perhaps  further  refinement  could  be  pursued 
t^o  that  employment  level  fluctuations,  due  to  temporary 
cyclical  conditions,  would  not  trigger  a  notification.  The 
"unforeseeable  circumstance"  could  also  be  subject  to 
further  legislative  history  description. 

(b)  Employer  and. employees  could  best  handle  specific 
conditions  of  an  industry  or  a  company.    Z  cert/iinly  agree 
that  the  role  of  collective  bargaining  relative  to  a 
notification  schedule  can  be  utilized.    However,  there  needs 
to  be  a  statutory  basis  for  embracing  that  role.    He-  must 
give  recognition  to  the  fact  that  up  to  now. whether* with  or 
without  collective  bargaining  or  employer-employee 
ar«.'angement8  notification  has  not  been  adequate*  That 
legislative  assumption  is  based  upon  a  nu'Jdber  of  government 
reports.    The  Office  of  Technology  Assessment  remarks: 

n  general,  the  amount  of  notice  individuals 
receive  is  short.  .  .  Notice  periods  this 
brief  do  not  allow  enough  time  to  prepare  an 
effective  program  of  adjustment  assistance 
fot  the  displaced  workers.  .  .  30  percent  of 
employers  give  no  individual  advance* notice 
to  blue-collar  workers. 

Comment:    The  legislation  should  recognize  that  a 
collective  bargaining  arrangement  could  develop  specific 
flexibility  based  upon  plant  situations,  but  within  the 
statutory  framework. 

(c)  Z  recognize  that  one  of  the  primary  purposes  for 
notification  should  be  to  provide  for  readjustment 
assistance.    Our  testimony  dwelt  exclusively  on  that 
purpose.    Zf  an  employer  Is  searching  for  alternatives  to 
prevent  closure,  he  will  seek  it  with  or  without 
notification. 
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Comment:    However,  If  there  is  an  assumption  that  the 
notice  might  be  designed  to  delay  or  prevent  closure,  the 
legislation  should  specifically  assert  the  opposite. 

1*    Notice  to  employees 

o    Closure  is  the  sole  discretion  of  the  company, 
subject  to  whatever  collective  bargaining  arrangements  which 

^®  negotiated.    It  should  not  be  the  intent 
of  the  legislation  to  provide  otherwise. 

Comment;    Again,  the  legislative  language  could 
explicitly  so  state  this  intent. 

o   The  200  employees/30-day  notification  is  far  too 
exclusionary.    Most  workplaces  would  be  exempted  from  the 
notification  obligation.    Even  our  own  contracts  are  not  so 
restrictive.    According  to  the  Bureau  of  Census,  County" 
Business  Patterns,  1984,  a  200-worker  trigger  would  cover 
only  some  0.6%  of  work  establishments  and  exclude  some  70.4% 
of  workers.    Actually,  the  exclusion  would  be  even  greater 
since  the  200-worker  trigger  would  be  actual  layoffs,  and 
not  just  establishments  employing  over  200  workers. 

Percent  Distribution  by  Employment  Size  Class;  1984 
^  Iz^l      30-99      100-249      250-499      500-999  1000-5 

Establish.:    95.3        2.6  1.4  0,4  0.1  0.1 

Employment:    43.3      12.6         14.5  9.0  7.2  13.3 

Comment;    As  expressed  above,  we  should  delineate  between 
structural  and  cyclical  layoffs  and  try  to  define  more  precisely 
those  cyclical  layoffs  where  the  workers  have  no  reasonable 
expectation  to  return.    Making  such  a  distinction— in  terms  of  a 
mandatory  framework— might  involve  too  much  subjective  judgment. 
Hence,  we  may  be  able  to  list  specific  circumstances  which  would 
be  excluded  from  the  requirement:  shift  realignment,  repair  work, 
product  changeover,  etc.    in  this  way,  the  subjective  element 
could  be  minimized  and  yet  certain  types  of  layoffs  would  not 
require  the  notice,  thereby  relieving  the  firm  of  some  of  the 
obligation.    I  would  be  willing  to  work  with  you  to  develop  such 
a  listing  of  exclusions.    I  suppose  your  200  terminations  was  a 
quantitative  way  of  arriving  at  an  exclusion  formula.  However, 
we  should  be  able  to  develop  a  non-subjective  qualitative  measure 
to  accomplish  the  saae  objective.   

o  Pre-not if i cation  layoffs  and  post-notification  layoffs 
present  practical  situations  which  should  be  recognized  in  the 
legislation. 
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Conanent;    I  would  think  that  additional  layoffs  after 
notification  was  given  would  not  present  any  particular  problem 
since  the  earlier  layoffs  were  preceded  by  a  notice  relative  to 
that  facility  wherein  there  is  the  implication  that  the  division 
is  either  being  slated  for  total  shutdown  or  laid  off  workers  are 
not  expected  to  return*    Howevet,  if  the  previous  notice  was 
given  for  one  department  or  facility,  a  new  notification 
requirement  would  be  triggered  for  layoffs  for  other  departments 
or  facilities* 

o   Notification  should  not  be  construed  as  a  limitation  on 
the  company's  business  judgment* 
Comment;  Agreed* 

o    Diminution  of  the  penalty* 

Comment:    Reduction  of  the  penalty  due  to  failure  to 
notify  should  be  subject  to  the  contractual  offsets;  e*g*  SUB, 
etc*    Furthermore,  percentage  reduction  could  be  pursued  with  the 
committee  members  to  determine  a  reasonable  amount* 

o   Exclusive  remedy  is  the  procedure  contained  in  the  Act* 


2*    Notification  must  be  given  to  the  government  agencies  at  the 
same  time  it  is  given  to  the  affected  employees*    The  bill 
requires  notification  to  be  given  to  both  a  state  and  local 
governmental  agency* 

Comment:    For  the  purpose  of  minimizing  duplicate  government 
filings,  notification  to  the  appropriate  state  agency  seems 
reasonable*    However,  the  local  government  should  not  be 
precluded  from  the  subsequent  actions  preceding  the  introduction 
of  appropriate  readjustment  measures*    Actually,  the  legislation 
relies  upon  substate  entities  to  implement  the  adjustment 
assistance  and  it  is  the  local  agencies  which  are  more  equipped 
to  engage  the  situation*    The  first  section  of  S*  538  enhances 
the  PIC  organization*    Hence,  the  role  of  the  local  agencies 
cannot  be  ignored*    However,  for  notification  purposes, 
submission  to  the  appropriate  state  agency  should  be  sufficient* 

3*    "Affected  employees"  means  those  five-year  employees 
separated  as  the  result  of  permanent  discontinuance  of  a  plant  or 
department* 

Connent:    The  separation  from  work  must  include  others  than 
those  affected  by  permanent  closures  as  indicated  above*  The 
five-year  attachment  to  the  woi'kforce  requirement  seems 
unnecessary*    If  a  facility  is  being  shut  down  or  those  employees 
associated  with  a  facility  have  no  reasonable  likelihood  of 
returning,  it  makes  no  difference  as  to  whether  they  have  been 
recently  hired  or  not*    Bach  of  them  should  have  the  benefit  of 
that  terminal  characteristic  of  their  lixyoff*    Furthermore,  if 
affected  employees  are  to  be  not i£ ice  as  a  group,  then  those  with 
less  than  five-years*  seniority  should  be  included  in  the 


Comment:  Agreed* 
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nunerical  trigger  for  notification^ 

4»    State  preempt ion > 

comment:    Many  states  and  municipalities  have  enacted 
various  forms  of  notification  provisions,    some  localities 
invested  public  funds  in  the  development  of  a  local  enterprise. 
It  would ^  therefore^  be  unreasonable  to  exclude  any  laws  which* 
they  enacted  for  their  particular  situations. 

Additionally;  since  the  federal  law  is  designed  to  have  a 
national  application^  certain  of  its  provisions  may  be  less 
comprehensive.    Hence,  the  option  should  remain  for  local/state 
concerns  to  be  met  with  area-specific  legislation.    Thus,  for 
instance,  a  municipality  or  state  which  was  instrumental  in 
having  a  plant  locate  in  its  area  may  very  well  want  both 
notification  and  consultation  rights  to  determine  whether  the 
site  could  be  converted  to  alternate  uses, 

5,    Consultation  ic  not  mentioned  specifically  in  your  remarks 
By  inference,  if  the  goal  of  notification  is  for  adjustment 
purposes,  then  consultation,  as  described  in  the  bill,  would  not 
be  relevant.    However,  consultation  for  the  purpose  o£  adjustment 
is  most  appropriate.    Under  Section  1  of  S,  538,  employer-worker 
committees  are  encouraged.    Hence,  information  relevant  to  the 
adjustment  process  and  consultation  consistent    with  that 
function  should  be  recognized  in  the  bill,    USWA  basic  steel 
contracts  also  recognize  the  effectiveness  of  joint  committees 
and  provide  for  a  contractual  existence.    The  legislation  should 
do  no  less* 


327 


Senator  Simon.  Mr.  Johnston. 

Mr.  Johnston.  Thank  you,  Senator.  I  have  been  dealing  with  the 
Steelworkers  now  for  30  years,  and  I  want  to  tell  you  that  this  is  a 
new  experience  to  have  that  kind  of  brevity.  [Laughter.] 

The  opportunity  to  testify  about  our  concerns  with  the  bill  is 
very  much  appreciated,  and  the  remarks  that  you  and  Senator 
Metzenbaum  opened  with,  I  think  are  encouraging,  but  being  will- 
ing to  accept  knowledgeable  and  well-taken  compromise,  because  I 
think  there  are  some  things  in  the  bill  that  we  could  support  with 
that  kind  of  an  approach,  and  particularly  the  provisions  that  are 
set  out  thus  far  with  respect  to  retraining,  with  respect  to  counsel- 
ing, educational  deficiencies,  job  search  assistance,  and  even  notifi- 
cation, if  it  could  be  made  more  practicable  and  I  think  more  re- 
sponsive to  the  actual  shop  floor,  to  labor  contract  administration, 
and  to  the  propensity  for  litigation  that  we  will  have  if  there  are 
not  changes  made. 

You  have  my  statement.  It  is  full  and  complete.  In  a  couple  of 
minutes,  I  would  like  to  in  conversational  English  tell  you  some  of 
the  deficiencies  as  we  view  them. 

If  Title  II  remains  in  the  bill  as  is,  I  believe  that  the  business 
community  largely  would  have  no  choice  except  all-out  opposition 
to  I  and  III,  and  that  would  be  too  bad,  because  there  are  provi- 
sions in  there  that  I  think  we  could  work  with  and  that  would  be 
very  helpful  to  employees  who  are  caught  up  in  structural  change. 

One  of  the  things  that  the  Brock  Task  Force  had  almost  unani- 
mous agreement  on— and  I  am  accompanied  here  by  Mr.  Jim 
Short,  who  is  sitting  here,  who  was  a  member  of  that  Task  Force 
and  who  is  our  Vice  President  for  Benefits— one  of  the  things  they 
were  unanimous  on  is  that  this  is  not  essentially  a  big  company 
problem.  The  major  induGcries  and  major  companies  in  that  indus- 
try have  either  bargained  to  very  extensive  employee  support  pro- 
grams in  cases  of  plant  closings,  long-term  layoffs,  or  other  disloca- 
tions, and  have  equivalent  programs  in  place  for  their  non-union 
employees. 

And  yet  the  bill  does  not  seem,  particularly  Title  II,  aimed  at 
where  there  was  agreement  that  most  of  the  problem  seems  to  be 
concentrated. 

The  next  big  concern  we  have  with  the  bill  is  the  fact  that  there 
is  almost  no  distinction  in  terms  of  obligation  between  shutdown  or 
plant  closing  versus  layoff.  In  a  highly  cyclical  industry,  that  would 
be  a  very,  very  unworkable  provision. 

There  are  in  my  company  many  business  segments.  We  looked  at 
the  bill  and  measured  it  against  the  first  six  months  of  1986  when 
we  were  operating.  The  second  six  months,  we  were  down  in  our 
Steel  Division  because  of  a  work  stoppage. 

The  first  six  months  of  1986  would  have  required  us  to  make  28 
of  those  notification-consultation  negotiations  while  we  were  at  the 
same  time  trying  to  reach  a  labor  agreement  with  the  United 
Steelworkers. 

The  customers  in  the  steel  business,  in  our  chemical  business,  in 
our  oil  business,  in  our  railroad  business,  in  our  oil  well  supply 
business,  simply  do  not  give  us  30  or  90  or  180  days*  notice  in  all 
circumstances.  There  are  too  many  market  forces,  too  many  exter- 
nal forces,  too  many  currency  changes,  price  changes,  competitive 
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factors,  for  us  to  ever  have  that  kind  of  sure  knowledge  with  re- 
spect to  layoffs,  and  simply  because  this  could  become  legislation, 
that  would  not  give  us  any  way  to  protect  ourselves  against  those 
kinds  of  notice  requirements  in  which  we  would  have  to  pay  if 
there  was  a  third  party  determination  that  our  failure  to  give 
notice  had  not  been  reasonable. 

The  bill  says  in  effect,  pay  and  produce,  even  if  you  have  no 
orders,  where  you  are  imable  to  demonstrate,  probably  with  a 
burden  of  proof,  that  your  actions  in  layofis  were  unforeseeable. 

We  often  have  long-term  layoffs  in  steel  that  do  not  involve  plant 
closings.  In  the  late  Seventies  and  the  early  Eighties,  our  tubular 
plants,  our  oil  country  tubular  plants  were  booming.  When  OPEC 
price  arrangements  collapsed,  we  did  not  have  any  180  days*  notice. 
Yet  we  think  the  steel  markets  will  come  back.  We  aave  to  keep 
those  plants  on  line.  We  are  not  prepared  to  give  permanent  shut- 
downs. 

The  bill  has  nonduplication  provisions  for  Grovemment  benefits; 
it  has  no  non-duplication  for  private  benefits.  It  requires  the  trans- 
fer of  private  and  competitive  and  entrepreneurial  information  to 
local  govenmient  officials  who  would  politicize  the  problem  and 
who  would  delay  closings,  which  we  would  have  to  subsidize. 

I  think  that  the  total  agenda  before  the  Congress  with  respect  to 
employee  relations  raises  costs,  will  produce  inflationary  results 
because  this  bill  has  to  be  considered  with  all  the  other  things  that 
are  before  the  Congress.  We  are  trying  to  lower  costs  to  make  our 
plants  competitive.  Layoffs  in  steel  have  not  been  caused  by  inad- 
equate notification  or  support  for  employees.  They  have  been 
caused  because  we  are  high-cost  in  a  world  which  has  become  very, 
very  competitive  for  those  products. 

We  provide  extensive  benefits  for  our  employees,  and  they  would 
be  duplicated  by  this  bill  and  in  practicable  ways.  I  hope  you  are 
open  to  some  extensive  compromise  to  make  this  effective. 

Senator  Simon.  Thank  you,  Mr.  Johnston. 

[The  prepared  statement  Mr.  Johnston,  with  attachments, 
follows;] 
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Tcstlnony  of 


J«  Bruce  Johnston 


Executive  Vice  PrcsldenCi  USX  Corporation 


on 


The  Econoaic  Dislocation  nnd  Worker  Adjustment 


Assistance  Act       1987,  S.  338 


before  the 


Subcomaittees  on  Labor  and 


Enploytacnt  and  Productivity 


Senate  Comnittee  on  Labor  and  Human  Resources 


March  26,  1987 


INTRODUCTION 

Mr.  Chairman  and  members  of  Che  Subcocnittces »  my  name  Is  J.  Bruce  Johnston. 
I  am  Executive  Vice  Presidency  Employee  PcIaclonSr  for  USX  Corporacion.    In  my 
capacity  at  USX»  I  have  negotiated  major  labor  contracts  with  large  international 
unions  for  many  years.    I  have  served  as  Chaiman  of  the  Steel  Companies 
Coordinating  Committee  for  labor  bargaining  In  the  Nation's  Steel  Industry  for  many 
years.    I  have  also  served,  not  only  as  Chief  Company  Negotiator,  but  as  Chief 
Industry  Negotiator  in  collective  bargaining  for  the  Coal,  Cement,  Construction  and 
Maritime  industries  at  various  times.    I  am  responsible  for  collective  bargaining, 
employee  benefits,  personnel,  safety.  Industrial  engineering,  and  labor  contract 
adnlnlflcrntlon  at  USX. 
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Thank  you  for  this  opportunity  to  participate  in  the  Subcoaaittes's 
deliberr^tions  on  the  proposed  legislation.    As  a  coapetitor  in  the  beleaguered 
dooes^ic  steel  indimtry,  USX  has  been  forced  to  close  many  plants,  to  layoff,  to 
pension,  or  to  terminate  thousands  of  enployces  -  both  nanageoent  and 
non-nanagemcnt.    Having  grown  up  in  the  Monongahcla  Valley  of  Pennsylvania  and 
worked  as  a  blue  collar  eaployee  in  both  steel  and  auto  plants,  I  know  the  problems 
emanting  from  plant  clonings.    Many  of  the  people  who  lost  Jobs  were  and  are  ny 
friends*  some  arc  my  relatives,  and  I  see  many  more  of  them  in  my  businect.  and 
coaaunlty  responsibilities.    I  have  first-hand  concern  and  understanding  of  the 
hardship  side  of  economic  change  and  new  competitive  conditions. 

Title  I  of  the  Senate  BUI  contains  some  potentially  useful  assistance  to 
employees  who  lose  Jobs  permanently  in  which  they  have  worked  for  many  years.  A 
number  of  features  in  the  Senate  Bill  align  with  the  kind  of  outplacement  programs 
that  USX  and  the  United  Steelworkers  have  conducted  since  198A.    Attached  as  an 
exhibit  is  a  description  of  our  program  which  identifies  the  number  of  employees 
participating,  and  the  financial  support  provided  by  USX  and  JTPA  funding. 

Much  of  the  thrust  of  Title  I  Is  laudable.    To  endorse  it,  however,  major 
problems  need  to  be  addressed. 

*       It  seems  top  heavy       creating  more  bureaucracies  at  the  Federal  and 

State  levels  which  will  siphon  funding  that  could  be  far  better  used  to 
assist  dislocated  workers.    Surely  existing  agencies  and  staff  could 
administer  this  program  without  creating  a  new  cost  burden  for  the 
Federal  deficit. 
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*  Additional  Bureaucracy  will  inevitably  accelerate  still  more  reporting 
requlreaents,  requests  for  data  and  statistical  analysis  thereby 
increasing  costs  to  manufacturing  coapanies  now  trying  to  remain 
coapetititve  by  reducing  costs. 

*  How  will  incooe  naintenonce  or  support  services  cuch  as  child  care, 
coiasuting  aoney,  and  supplenental  incone  provisions  be  effectively 
dispersed,  responsibly  controlled  and  spent  aa  intended  tu  encourage 
early  participation  by  displaced  workers  —  a  vital  elenent  in  successful 
reeoployaent  prograns?     Who  will  audit?    Will  we  have  another  C.E.T.A. 
disaster? 

*  Will  the  establishment  of  basic  education  and  literacy  programs  for  these 
people  contribute  to  absolving  the  public  education  system  in  this 
country  from  its  failure  to  provide  basic  skille  to  broad  segments  of  our 
student  population? 

*  The  proposal  that  local  Worker  Adjustment  CoomiCtees  include  government 
members  and  a  non-affiliated  chairman  takes  the  accountability  away  from 
the  two  basic  participants  and  the  onbs  with  all  the  investment  at  risk 
—  employer  and  employee.    We  see  much  potential  for  abuse  in  an  outside 
chairman.    Covernment  should  be  a  resource  available  Co  employers  and 
employees  when  requested  —  not  a  dominant  player  with  all  the  potential 
for  politicizing  the  process. 

Title  III  offers  more  indirect  and  less  identifiable  prospects  for  successful 
use  by  dislocated  workers.    However,  we  are  supportive  of  reasonable  efforts  to 
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help  displACed  people  obtain  or  create  etaployoent.    The  loan  prograa  should  help  in 
sotte  specific  cases  although  It  dors  not  seeo  to  o£fer  widespread  potential.  We 
should  strongly  .-pport  individuals  willlnr,  to  help  finance  their  ovn  future.  Tlie 
self-eeployccnt  demonstration  program  nay  deserve  a  try.    Individuals  willing  to 
invest  their  ovn  ooney  and  effort  to  help  secure  future  eoployoent  are  worthy  of 
some  support.    We  do  not  support  the  Public  Works  projects  as  an  approach  to 
creating  Jobs.    Projects  should  have  an  economic  Justification  itidcpendent  of 
aake-vork.    it  would  be  difficult  to  assume  that  such  groups  would  not  simply 
displace  other  private  sector  workers. 

Administration  Bill  S.  539  provides  for  services  to  relatively  the  sane  groupL 
of  people  and  specifies  similar  support.    The  basic  tenets  of  the  Administration 
Worker  Readjustrsnt  Act  are  in  keeping  with  USX  experience  and  practice  regarding 
dl8lot:ated  workers.    This  Bill  contains  provisions  to  effect  successful 
intervention  in  structural  economic  change  and  resultant  worker  dislocation.  We 
prefer  the  following  features  of  the  Administration  Bill: 

*  Emphasis  on  reemployment  —  not  income  support 

*  Absence  of  additional  administrative 
bureaucracies 

*  Setting  performance  goala,  Including  placemen;  rates 

*  Requirement  that  training  be  in  skills  or  cccupaCons  for  which  there  is 
a  denand 
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Hon*dupllcatlon  of  lervlces  and  progra&s 


* 


Funding  available  for  Industry  specific  allocations  and  oultistate 


prograiBS 


We  have,  however,  the  saoe  reservation  about  the  nake-up  of  its  worker  adjuataent 
cosaitteea  ait  earlier  described. 

Identifying  di^'ocated  workers  will  be  far  taorc  difficult  th«a  iopllcd  by 
descriptions  included  in  Title  I.    Legal  dof initle::is  such  ss:  "unlikely  to  return 
to  his  or  her  previous  industry  or  occupstlo'.i,*'  "Xin^ted  opportunities  for 
ccploy«ent  or  reemployaent  in  the  same  or  a  aioilar  occupation,"  "a  full-tinc 
hoae&aker  for  s  substsntisl  number  of  years  snd..."  will  offer  a  vast  range  of 
interpretations  and  aleost  unlioited  prograa  expsnsion.    If  these  terss  are 
interpreted  to  enconpass  the  hard-core  unesployed,  noreover,  taany  of  whoa  do  not 
posffeas  eaployable  skilln,  the  future  financing  requireaenta  for  this  Bill  could  be 
ataggerlng. 

Ve  suggest  thst  the  Adainistration's  Bill  offers  s  aore  responsible  bsse  upon 
which  to  build  Title  I  dislocsted  worker  eligibility  snd  services. 

Ve  could  support  Titles  I  snd  III  with  the  reservations  described  above. 

We  strongly  oppose  Title  II, 

We  »  Aleve  thst  Titles  I  and  III  properly  revised  could  function  effectively 
atandlng  alone.    If  the  proponents  of  the  Senate  end  House  Bills  on  worker 
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dlslocttlon  Insist  on  retention  of  Title  11.  the  business  cosnunlty  vlU  have  no 
choice  except  to  wage  on  .ill  out  fight  agslnst  the  total  RlIl.    That  would  he 
unfortunate  In  view  of  the  considerable  potential  of  Titles  I  and  III.    The  real 
losers  win  be  Ajserlcan  workers  who  need  constructive  retraining  And  suf-^tort 
assistance  to  Lessen  the  Inpact  of  closings  and  layoffs,  not  guarantcec  .ir.ainst 
Inevitable  and  essential  structural  changes  In  our  econoay. 

Tide  II  places  notice  and  consultation  requlresents  on  ecployers  which  do  unt 
recognlxft  the  real  world  of  the  Shop  Floor*  the  Labor  Contract  or  the  Court  House. 
The  best  way  to  understand  the  probleos  of  Title  II  for  the  buslntss  cosaunlty  is 
to  review  its  lapacc  on  3  Coapany. 

THE  USX  EXPERIENCE 

A  basic  responsibility  for  Any  canufacturlng  coapany  In  any  Industry  Is  the 
establlshsent  of  plants,  technologies  and  products,  their  Rrowth  and  nurture,  xind 
in  sone  caccs,  inevitably  their  ternlnatlon.    A  coapany  or  an  Industry  that  does 
not  effecciv«ly  aanage  this  process  will  inevitably  recede  and  fall  all  of  its 
responsibilities  to  all  of  its  constituents.    This  process  nay  take  years  ot 
decades.    Replacement  ui  renewal  aay  be  econonically  feasible  at  soae  locations* 
but  not  at  others*  with  both  new  capital  and  new  technology*  with  retrained 
eoployees  and  with  United  disruption  to  a  coaaunity.    Conversely*  restructuring 
cay  inevitably  involve  withdrawal  —  requiring  relocation,  downsizing  or  product 
abandonncnt  in  response  to  changed  oarkets  or  to  new  products*  to  rsw  aatrrlals 
sourcing*  to  environvental  conditions,  snd  to  other  changed  econoalc  anu  political 
factors.    Ttie  causes,  the  responses*  and  the  effects  on  employees*  cosaunltles* 
canagecents,  coepanieo  and  the  nation  are  so  diverse  that  it  Is  Ispossible  to 
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legiflUtivcly  anticipate  All  these  icpacts,  let  alone  insulate  each  eaployee  group 
and  their  sup;)orting  organizations  froa  the  ebb  and  flow  of  change,  without 
daaaging  their  economic  prospects  and  outcoaes  in  far  worse  ways.  ^  ^ 

USX  has  experienced  aore  than  its  share  of  dovnsixing  and  reshaping  in  recent 
yearn.    The  steel  industry  particularly  has  had  to  fight  for  coopetitiva  survival 
via  closings,  ecrging  or  discontinuing  plant  producing  units,  raw  aaterials  sites, 
and  the  like  over  its  entire  history.    At  the  saaa  tioci  it  also  survived  by 
constructing  new  steal  plants,  new  harbors,  new  ships,  building  new  technologies) 
research  laba,  developing;  new  equipment,  and  opening  new  coali  ore,  linestone, 
sine,  nanganeae  and  siailar  facilities.    To  give  you  aoae  aense  of  the  aagnitttda  of 
these  plant  closings,  attached  is  a  copy  of  USS  Today,  a  eagazine  diatributad  to 
USX  ecploye«a  in  advance  of  bargaining  with  the  United  Steelworkers  of  Aaerica  in 
aid-t966.    I  direct  your  attention  to  page  6  which  lists  facilities  closed  Just 
since  I960.    Many  nora  plants  were  closed  in  the  1960's  and  1970's.    See  our  USS 
News,.  July,  1962,  pagaa  18  through  22,  also  attached  aa  an  Appendix. 

During  these  saae  tiae  perioda,  najor  sodernizationa  were  made  within  existing 
steel  plants.    Large  integrated  plants  were  also  built,  such  as  our  Texas  Works. 
USX  spent  $A.6  billion  on  ateel  plant  construction  during  the  period  1976  through 
1966.    Page  24  of  the  USS  Today  Hats  soae  recent  aajor  facility  aodernizstiona 
conducted  by  USX.    Thus,  lika  nost  succasaful  and  large  employers,  USX  haa  opened 
and  claoed  suiny  plants  and  producing  units,  as  a  basic  requisite  of  coapetltive 
product,  plant  and  technology  requireaents.    Closings  are  expensive,  aany  tiaes 
trausatic  to  eaployecs  and  alwaya  to  invcatora.    They  are  disruptive  to  suppliers 
and  to  custoaersi  and  closings  do  impact  plant  coxatunities.    But  plant  closings  are 
as  such  a  part  of  oaintaining  a  competitive  company  and  a  coapetltive  national 
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econosy  if  are  plant  openings •  new  products  tnd  new  technologies.  To  9»y  the 
obvloufi  we  experience  and  have  learned  aoBi  things  about  plnnt  shutdowns  and 
eaployncHt  teralnat^lons. 

The  steel  Industry  devotes  a  osjor  portion  of  its  Collective  Bargslning 
Agreements  to  ceployee  security  prograns  designed  to  dcsl  vith  both  short  and 
long-tens  layoffst  snd  with  plant  closing*.    Sv.eel  plants  aake  solten  steel 
tailored  to  thoussnds  of  precise  recipes  for  Ici  cany  snd  vsricd  uses  by  our 
custoaers.    Infinite  varieties  of  eolten  steel  ire  engineered  to  aett  ultinate  «^nd 
point  chenistries  required  to  furnish  ste<;l  products  to  the  specific 
chsrsctsristics  of  custocer  urders.    Ve  csn  draw  steal  finer  than  a  huaan  hair,  or 
nake  It  into  sraor  plate  for  a  super  carrl'^r.    Ve  can  cake  It  light,  rigid, 
foroabla,  drawable,  aachinable,  stainless,  rust-bonded,  bendabla  or  icpregnable. 
We  can  use  It  to  carry  nillions  of  tons  of  traffic  across  huge  bridges  or  for  tiny 
instrumentation  on  a  space  vehicle's  cost  exquisite  technology.    Steel  can  It 
alloyed  or  pure,  it  can  be  feather-light  in  a  bevsrage  can  or  It  can  fora  the 
strength  of  skyscrapers,  superdoaes,  and  Aray  tanks.    But,  until  a  custoaer  order 
is  In  hand,  a  steel  production  cycle  cannot  start. 

Consequently,  a  steel  plant  and  particularly  Its  individual  rolling  nills, 
finishing  op^rstions,  snd  ayrisd  supporting  sctivities  are  operated      a«et  arratic 
and  diverse  custoaer  order  patterns  snd  surges.    This  is  not  by  our  choice! 
Production  of  neciculous  custoaer  specs  In  exact  cheaistries,  with  precise 
aetallurgicl  qualities,  and  narkct  driven  rolling,  finishing,  and  packaging 
specifications  aandate  work  scheduling  to  neet  that  uniquely  positioned  player  in 
free  societies  aarket  econoaies  —  the  custoaer.    It  Is  tough  on  us  —  but  It's 
f;reat  for  consuaers.    Steel  plant  e&ployees  are  consequently  "scheduled"  to  work. 
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Companies  do  not  schedule  layoffs.    Each  week,  a  „ork  schedule  is  posted  for  the 
next  week's  work.    If  not  scheduled  to  work,  an  employee  is  on  layoff  until  next 
scheduled  to  work.    This  pattern  usually  results  in  years  of  uninterrupted  work  but 
it  can  also  mean  weeks  or  sometimes  months  of  layoff,  depending  on  market  demand  in 
that  employee's  particular  „ork  area  or  product  area,  and  on  that  employee's 
labor-contract  seniority  right  to  such  work,  negotiated  under  the  labor  laws 
adopted  by  the  Congre«5S. 

Thus,  steel  markets,  competition,  customers,  and  union  contracts  control  labor 
scheduling  in  the  steel  industry  and  they  explain  an  extensive  layoff  benefit 
scheme,  better  known  as  the  "Supplemental  Unemployment  Benefit  Program"  (SUB), 
which  operates  as  an  adjunct  to  state  unemployment  compensation  systems. 

f.Ti  employee  having  at  least  two  (2)  years  job  service  is  provided  with  a  SUB 
which  gives  him  26  hours  of  pay  eligibility  for  each  week  of  layoff  eligibility, 
all  on  top  of  state  unemployment  compensation.    An  employee  earns  one  week  of  SUB 
coverage  for  each  two  weeks  of  work  and  can  accumulate  a  bank  of  52  credit  units 
which  would  cover  up  to  a  ful?  yenr  of  layoff.    If  an  employee  has  20  years  or  more 
of  service,  he  can  Increase  his  bank  account  to  two  (2)  years  of  credit  units. 

Those  employees  with  less  than  20  years  service  are  paid  at  benefit  levels 
which  depend  on  the  financial  status  of  the  SUB  Plan.    The  Company  contributes  an 
agreed  upon  sum  of  money  per  hour  worked  into  the  SUB  Plan.    The  financial  status 
of  the  plan  is  determined  by  the  ratio  of  hours  worked  by  the  total  employee  group 
covered,  versus  the  number  of  laid  off  employees  drawing  benefits.    Employees  who 
have  20  years  or  more  of  service,  moreover,  are  guaranteed  theli?  weekly  cash 
benefit  at  IQQX  from  general  corporate  funds  regardless  of  the  financial  status  of 
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the  plan.    The  SUB  Plan  is  designed  to  provide  a  generous  earnings  replacement  when 
an  employee  is  not  scheduled  to  work.    By  the  way*  our  employees  continue  to  accrue 
pension  service  and  to  receive  company  paid  Insurance  coverage  for  medical,  dental, 
vision  and  death  for  the  full  period  of  SUB  covered  layoff  which  can  last  as  long 
as  two  (2)  years. 

If  a  layoff  becomes  prolonged,  reaching  two  (2)  years  since  last  day  worked,  a 
longer  service  employee  will  automatically  become  eligible  for  icscdiate  pension. 
Employees  with  age  plus  service  equal  to  80,  and  age  55  or  older  employees  with  at 
least  15  year*^  of  service,  or  employees  with  20  years  of  service  end  a  combination 
age  plus  service  equal  to  65,  all  become  eligible  for  early  retirement  pensions. 
An  early  retircmenC  pension  under  these  eligibility  rules  provides  an  actuarially 
unreduced  pension,  regardless  of  age,  plus  an  extra  $400  per  month  on  top  of  his 
re£ular  pension  until  age  62.    In  addition,  employees  in  retirement  receive  retiree 
medical  benefits  for  themselves  and  for  their  eligible  dependents  plus  retiree  life 
insurance,  for  the  rest  of  their  lives. 

As  part  of  this  some  employment  security  program,  steel  companies  provide  a 
formal  program  for  laid-off  employees .who  iflsh  to  transfer  to  other  plants  within 
the  company »  payment  of  a  relocation  allowance,  Job  search  help,  and  out-placement 
counseling. 

The  steel  industry  Employment  and  Income  Security  Program  Is  so  attractive 
that  many  older »  long  service  employees  at  many  locations  have  preferred  to  take 
these  shutdown  benefits  rather  than  accept  work  rule  changes  or  wage  reductions  to 
keep  their  plants  labor-cost  competitive  to  provide  on-going  operations. 
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Pagc^  of  USS  Today  highlights  a  1986  Carnegic-Mcllon  University  analysis  of 
the  steel  industry  etsployment  security  prograa  and  its  enorxaous  financial  cost. 
Attached  also  is  an  analysis  by  Harvard  Business  School  Professor, 
William  E.  Fruhan,  Jr.,  which  describes  how: 

"Exit  Barriers  and  High  Ubor  Costs  First  Squeeze  and  Then  Strangle  Mature 
Business  Once  the  EconoaiC  Fairy  Tale  Ends..."  in  highly  unionized  industries 
where  collective  bargaining,  over  decades,  has  produced  very  high  eeployee 
temination  costs. 

As  revealed  by  Professor  Fruhan,  shutdown  benefits  have  become  so  costly  that 
ao«»t  such  companies  cannot  af  fc  rd  to  close  even  losing  operations  prior  to 
Chapter  u  filing  and/or  PBGC  pension  takeover.    Professor  Fnihan's  study  also 
confirmed  that  the  higher  the  exit  costs  in  high  wage  industries,  the  more  likely 
that  their  associated  labor  rates  will  also  far  exceed  general  labor  costs  in  the 
nation.    These  same  rich  shutdown  benefits  also  pull  against  worker  nobility  and 
discourage  retraining.    A  laid  off  steelworker  receiving  full  SUB  and  state 
unemployment  benefits  re. Jives  more  income  dollars  each  week  than  the  average 
manufacturing  employee  in  our  country  makes  while  working  full  time.    A  laid  off 
steel  or  auto  worker  is  unlikely  to  seek  market-rate  work  while  such  benefits  are 
available  for  not  working. 

The  steel  labor  contract  also  includes  a  90-day  notice  provision  which 
provides  that: 


'Before  the  Company  shall  finally  decide  to  close  permanently  a  plant  or 
discontinue  permanently  a  department  of  a  plant,  it  shall  give  the  Union,  when 
practicable,  advance  written  notification  of  its  intention.    Such  notification 
shall  be  given  90  days  prior  to  the  proposed  closure  date,  and  the  Company 
will  thereafter  meet  with  appropriate  Union  representatives  in  order  to 
provide  then  with  an  opportunity  to  discuss  the  Company's  proposed  course  of 
action  and  to  provide  information  to  the  Company  and  to  suggest  alternative  , 
courses.    Upon  conclusion  of  such  meetings,  which  in  no  event  shall  be  less  / 
than  30  days  prior  to  the  proposed  closure  or  partial  closure  date,  the  ' 


345 


ERIC 


340 


-  12  - 


Company  shall  advise  the  Union  of  its  final  decision.    The  final  closure 
decision  shall  be  the  exclusive  function  of  the  Coopany.    This  notification 
provision  shall  not  be  interpreted  to  offset  the  Company's  right  to  lay  off  or 
in  any  way  reduce  or  increase  the  working  force  in  accordance  with  its 
presently  existing  rights  as  set  forth  in  Section  3  of  this  Agrresent." 

After  a  final  decision  is  nade  by  the  Company  to  close  a  facility,  the  labor 

contract  provides  additional  benefits  to  laid  off  employees: 


"...in  the  event  of  the  permanent  shutdown  of  a  plant.  Company  and 
International  union  representatives  shall  meet  to  determine  whether 
appropriate  Federal,  State  or  local  government  funds  are  available  to 
establish  an  employee  training,  counseling,  and  placement  assistance  progran 
for  that  facility.    If  such  funds  are  available,  the  Company  and  Union  shall 
work  Jointly  to  secure  such  funds  to  establish  a  program  to  provide: 
alternative  Job  training  for  affected  employees  for  Job  opportunities 
primarily  within  the  Steel  Industry;  counseling  for  affected  employees  on 
available  benefit  programs  and  Job  opportunities  within  th«.  Company  and  the 
area;  and  Job  search  counseling." 

Clearly,  the  steel  industry  and  the  United  Steelworkers  of  America  have  negotiated 

an  extensive  and  expensive  employment  security  program*  early  notification  of 

pending  shutdowns,  and  cooperative  aid  to  employees  seeking  new  employment. 


However,  even  this  expensive  and  comprehensive  program  is  not  as  extreme  or 
burdensome  In  many  respects  as  that  now  proposed  in  the  legislation  under 
discussion  here. 


There  are  a  number  of  critical  issues  in  the  proposed  legislation  that  could 
be  fatally  burdensome  to  a  steel  company,  and  which  are  pragmatically  unworkable 
given  the  market  patterns  of  steel  ordering  and  manufacturing.    The  size  of  a  steel 
plant,  the  number  of  producing  units  within  a  plant  dedicated  to  specialized 
product  ranges,  and  the  extensive  variety  of  steel  finishing  units  can  cause  normal 
weekly  employment  levels  at  plants  to  fluctuate  many  times  higher  than  the  50,  100, 
500  people  prescribed  In  this  legislation.    During  the  first  six  months  of  1986, 
for  example,  and  prior  to  the  layoffs  resulting  from  contract  negotiations,  the 
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five  largest  plants  of  USX  would  have  been  required  under  this  legislation  to 
develop  and  meet  these  legislated  "notification"  burdens  28  different  tines  on  the 
basis  that  a  so-called  "mass  layoff"  had  taken  place.    Three  of  those  notices  would 
have  been  for  layoff  of  over  200  people. 

It  is  impossible  to  know  or  predict  at  the  tioe  an  employee  is  first  not 
requfired  or  scheduled  at  work,  when  he  will  be  recalled  or  return  to  work.  Steel 
conpanies  already  pay  a  significant  level  of  incooe  to  that  Individual  while  he  is 
laid  off. 

Steel  layoffs,  even  when  prolonged,  do  not  typically  constitute  plant  closures 
nor  do  they  constitute  peroanent  temination  of  enploynent.    Atnost  every  one  of 
the  people  we  so  notified  of  layoff  during  the  first  six  nonths  last  year  was  back 
to  work  well  before  July,  1986.    But  we  had  no  way  of  knowing  that  in  advance  when 
they  were  laid  off.    Even  the  steel  labor  contract,  negotiated  with  a  very  powerful 
and  knowledgeable  union,  does  not  require  such  de-lure  notifications  unless  and 
until  a  plant  is  to  be  closed  pemanently. 

Before  a  nanufacturing  plant  is  considered  permanently  shutdown  and  notice  of 
pending  shutdown  is  given,  that  plant  typically  would  have  had  very  limited  or  even 
no  production  in  It  for  oauy  preceding  months  or  even  years.    The  steel  market  is 
highly  cyclical  with  long  periods  of  either  high  or  low  demand  for  particular 
product  lln^s.    Our  domestic  oil  and  gas  customers,  for  example,  have  stopped 
almost  all  new  drilling  in  the  last  two  years.    Consequently,  ue  are  currently 
selling  them  alnost  no  drill  pipe  or  casing  or  oil-field  pumps.    Yet  my  company  is 
certain  that  drilling  will  resume i  and  heavily,  some  time  In  the  future. 
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In  the  late  seventies*  line  pipe  and  oil  country  tubulars  boomed  for  steel. 
How  could  a  steel  conpony  possibly  afford  to  write  off  the  enonnously  costly  steel 
nanuLdcturing  facilities  which  produce  these  oil  country  products  and/or  \}ear  the 
shutdown  costs  to  the  affected  employees,  and  then  rebuild  duplicate  facilities, 
and  hire  and  train  a  new  labor  force  when  the  tubular  narket  comes  ullve  again,  and 
also  Incur  another  potential  liability  for  future  shutdown  benefits  for  the  new 
work  force  when  the  next  narket  turndown  occurs? 

Notification  benefits  siaply  tied  to  legally  defined  employment  fluctuation  is 
not  sustainable  in  any  large  industry,  much  less  those  where  employment  is  so 
markct*^riven.    The  uneven  nature  of  steel  employment  cannot  be  converted 
legislatively  into  a  new  tier  of  termination  benefits  without  doing  incalculable 
hara  to  those  obligated  to  finance  the  benefits. 

In  cases  where  an  employer  has  not  been  able  to  provide  the  required  notice, 
it  would  be  deliberately  punitive  and  resource-wasting  to  require  full  payments  to 
employees  who  perform  no  services  and  produce  no  product.    Even  very  powerful 
unions  like  the  Steelworkers  and  United  Autoworkcrs  demand  only  partial  payment 
from  employers  for  such  layoff  periods.    But  these  existing  and  generous  levels  of 
payment  would  now  be  raised  to  new  cost  levels  by  the  requirements  of  this  proposed 
legislation.    Our  product  cost,  already  carrying  the  highest  wage  rates  In  the 
world  would  thus  be  made  l^ss  competitive. 

The  proposed  legislation  would  cover  employees  with  as  little  as  six  (6) 
months  Job  service.    That*s  unbelievable!    A  brand  new  employee  with  such  a  short 
period  of  work  and  with  maximum  social  and  labor  mobility  has  surely  not  earned  Job 
benefit  commitments  from  his  plant  or  employer,  after  having  invested  so  little 
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tloe  In  the  enterprise.    Our  experience  in  atecl  is  that  a  substantial  percentage 
of  these  short-service  enployees  would  leave  our  conpany  within  three  to  five 
years.    Even  a  union  with  the  leverage  of  the  Steelworkers  has  not  seriously 
jiursued  SUBs  for  short-tena  layoffs  for  employees  with  as  little  as  two  (2)  years 
service  or  less.    Even  a  steelworker  currently  nust  have  at  least  three  (3)  years 
service  to  qualify  for  sever.ince  allowance. 


The  proposed  legislative  requirement  that  eaployers  provide  information  to, 
and  consult  with,  employee  representatives  before  acting  on  a  closing  or  layoff  is 
an  open-ended  obligation»  broadly  defined  and  therefore  a  guaranteed  opportunity  to 
exploit,  litigate  and  endlessly  delay  a  proposed  closure.    If  an  enployer  is  also 
forced  to  continue  paying  employees  during  these  "consultation"*  periods,  employee 
representatives  will  find  unlimited  ways  to  claim  inadequate  information,  to  argue 
unwillingness  on  the  part  of  the  employer  to  consider  alternate  proposals,  and  to 
fin<J  infinite  schemes  to  institute  delaying  litigation.    Only  someone  who  has  never 
been  out  where  the  rubber  meets  the  road  in  labor  contract  administration  would  not 
know  that.    All  the  incentive  for  affected  employees  and  particularly  their  union 
representatives  under  this  bill  will  be  to  delay  agreement  and  thus  prolong  full 
pay  for  a  plant  that  has  no  work  for  then. 


This  legislation,  as  proposed,  requires  eaployers  to  consult  for  the  purpose 
of  "agreeing"  to  a  mutually  satisfactory  alternative  or  a  modification  of  the 
proposed  layoff  or  closing.    How  can  people  be  mandated  by  legislation  to 
"agree,"  —  particularly  when  under  that  legislation,  disagreement  will  be 
subsidized  for  on*  party  by  the  other?    What  is  the  effect  of  agreements  to  agree? 
Our  experience  in  a  great  number  of  shutdowns  suggests  the  futility  of  such  a 
requirement,    in  only  two  cases  In  recent  years,  after  consultation  with  the 
Steelworkers,  have  we 
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decided  to  continue  operations  originally  scheduled  for  suspension.    Each  of  theo 
continued  thereafter  to  incur  heavy  financial  losses  and  subsequently  were  shut 
dovm. 

The  structure  of  the  proposed  legislation  would  open  the  door  to  extended 
litigation  over  challenges  of  a  coiapuny's  willingness  to  bargain  concerning 
alternatives  or  codifications.    Because  shutdowns  arc  painful  financially  to  a 
company,  quite  apart  froo  their  obvious  impact  on  employees  and  communities » 
extensive  research  and  evaluation  of  alternatives  always  precedes  and  is  greatly 
preferred  by  any  company  to  the  financial  and  organizational  costs  of  shutdown.  It 
is  highly  remote  that  another  legislatively  mandated  round  of  consultations  will 
somehow  develop  an  acceptable  alternative  after  exhaustive  attempts  have  already 
proved  unavailing. 

As  often  as  not  high  employment  costs  are  a  major  contributor  to  shutdowns. 
Is  a  local  union  which  refuses  to  moderate  them  to  avoid  shutdown  now  going  to 
forego  contract  termination  benefits  for  its  members  merely  becasuse  of  a  new 
legislatively  imposed  delay?    Will  employees  do  so  particularly  when  continued 
impasse  means  continued  subsidy?    To  ask  the  question  is  to  answer  it.  This 
requirement  appears  to  be  primarily  a  device  to  retard  the  shutdown  process  to  the 
great  ecwnomic  disadvantage  of  the  enterprise  ond  ultimately  to  the  jobs  of  all  the 
others  who  depend  on  that  enterprise. 

The  requirements  to  include  local  government  in  the  information  disclosure  and 
consultation  is  another  invitation  to  multiplied  conflict  and  extended  delay. 
Every  community  and  its  local  government  representatives  are  temporarily 
disadvantaged  when  a  company  expresses  an  intention  to  close  a  plant.  l.ocaJ 
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govcrnacnc  officials,  typically,  will  not  be  a  neutral  or  balanced  voice  In  thlu 
tcnporary  period  of  conflict  between  the  company  and  plant  employees.  These 
officials  will  react  In  the  ^aae  manner  as  employees,  that  Is,  seek  to  retain 
revenues,  from  the  company  as  long  as  possible.    No  one  gives  up  their  Income 
without  a  fight.    Government  should  obviously  make  Its  structural  services 
available  to  a  plant  and  its  local  employees  In  these  matters,  but  It  should  not  be 
empowered  to  act  as  a  legislatively  established  participant  In  plant  closure 
declslon-oaklng.    Company  and  employee  representatives  are  the  prime  parties 
affected  and  should  be  free  to  consult  government,  seek  government  guidance  and 
support  services  as  they  see  useful.    Government  should  be  available  to  assist 
employees  If  a  shutdown  decision  Is  flnallted.    Any  other  behavior  for  government 
Is  likely  to  chill  further  Investment  In  that  community,  and  further  handicap  Its 
competitive  manufacturing  climate. 

A  requirement  to  publicly  declare  a  plant  shutdown  from  90  to  180  days  In 
advance  of  the  closure.  Is  not  without  significant  risk.    Customers  do  not  have  to 
provide  90,  let  alone  180  days  notice  of  order  cancellation  or  of  changing 
suppliers  or  of  simply  cutting  their  order  volumes  or  their  price  offerings.  When 
any  shutdown  announcement  is  so  made',  customers  will  Immediately , seek  new  sources 
of  supply  and  cease  ordering  any  Items  that  require  substantial  lead  time. 
Suppliers  win  tighten  credit  terns  for  shipments  to  that  plant,  lenders  mi/ 
downgrade  the  company's  credit  rating  If  that  plant  is  a  major  part  of  the 
company's  producing  facilities,  and  the  market  value  of  the  company's  stock  will 
likely  decline.    Shutdown  pressures  or  plnch-polnts  In  the  life  of  a  business  are 
often  successfully  surmounted,  but  If  public  announcement  Is  required  months  In 
advance,  the  announcement  Itself  can  easily  become  a  self-fulfilling  prophecy.  Six 
months  may  make  a  competitive  difference  to  a  company  attempting  to  fend  off  tough 
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conpetltlon.    The  notice  requirenenc  itself  could  be  a  Urge  advantage  to  thAt 
cospetition. 

We  note  thet  the  Report  of  the  Brock  Task  Force  on  Econooic  Adjustment  and 
Worker  Dislocation  argues  that  there  is  no  eviderce  that  productivity  declines 
during  a -period  of  shutdown  .otice.    That  oeeos  doubtful  to  us  based  on  our 
experience.  1  question  whether  any  conany,  so  affected,  has  a  reliable  ceasure  of 
productivity  for  a  measurenent  period  that  short  at  «  plant  which  is  closing  its 
operations.    When  closing  cooes,  in-proceas  inventories  are  being  drawn  dotm, 
equipsent  is  not  maintained,  supplies  are  not  restocked,  and  so  forth,  all  of  which 
can  give  a.  statistical  appearance  of  productivity  gain  on  superficial  inquiry  or 
unsophisticated  oeaaurement.    Anyone  vho  haa  managed  large  groups  of  workers  knows 
first  hand  that  uncertainty  imaediately  hurts  productivity  as  workers  react  td 
these  changes,  contemplate  their  future,  vent  their  frustration,  lose 
concentration,  and  devalue  company  loyalty.    Injury  risk  tends  to  increase. 
Product  errors  increase.    Claims  that  productivity  will  improve  or  even  hold  steady 
in  these  situations  are  highly  suspect.    And,  I  say  that  based  on  a  lot  of  shutdown 
experience  in  many  areas  of  our  diverse  business  segments. 

The  customer,  the  banker,  the  investor,  and  our  competitors,  however,  all  have 
reactions  far  more  important  than  productivity  measurement  when  orders  decline  and 
a  plant  struggles  to  maintain  competitive  production  costs  against  mandated 
shutdown  not..ce  long  in  advance  of  a  proposed  actual  closing. 

It  is  not  insignificant  that  some  of  the  largest  unions  demanding  government 
protection  from  imports  are  also  leaders  in  this  effort  to  require  mandated 
notification  of  plant  shutdown  and  layoffs,  as  well  as  new  economic  transfer 
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payment  in  the  lllls  under  contlderAClon.    These  largest,  aoat  powerful  unions  in 
this  country  have  negotiated  very  high-cost  employment  aecurity  programs  for  idle 
esployees  or  idled  facilitiea.    Employees  represented  by  theae  large  unions  have 
e&ployment  costa  far  above  the  all  manufacturing  average  in  this  country  and  are 
aaon((  the  elite  labor  groups  in  the  world.    If  large  unions  can  now  expand  th^ir 
benefita  atill  further  through  legislation  as  proposed  here,  then  they  can 
concentrate  all  of  their  collective  bargaining  miscle  on  ever  higher  wage  demands 
and  with  the  knowledge  that  the  Congreaa  will  provide  rhe  reat  of  their  benefit 
package . 

Collective  bargaining  Involvea  resource-allocation  and  if  employees  want  to 
uae  nore  of  their  ahare  of  wage  income  as  shutdown  benefita,  they  may  bargain  to  do 
80.    Ko  prioritizing  by  employees  or  their  unions  ia  required,  however,  if  the 
Congress  orders  additional  benefits  for  them  by  neana  of  legislation.    Vho  will 
provide  the  funds  for  these  legislative  benefita  If  wages  are  not  offset  to  psy  for 
them?   Will  the  govemasnt  next  say  "Pay  Ho  re  I"  —in  a  doeen  different  benefit 
areas— not  Just  one?   More  companies  and  more  induatriea  will  become  leaa 
competitive  economically,  as  ia  the  casa  today  in  steel  and  auto,  if  Congress^ 
orders  additional  benefita  without  wage  offaeta.    Za  this  the  right  direction  for 
our  economy— to  legislate  higher  employment  costa  and  then  force  the  tranafer  of 
that  *08t  over  onto  consumers  via  reatrainta  on  importa?    Can  we  cut  off  ovecaeas 
auto,  steel  and  telecommunications  and  other  product  competition  while  Congress 
leglslatea  higher  coats  onto  domestic  producera  of  (hose  products?   Will  ccnauaers 
accept  that?    Can  Congreaa  guarantee  the  trade  protection  aide  of  :rht  equation 
needed  to  support  this  proposed  cost  side?    It  surely  has  not  been  willing  or  able 
to  do  so  thus  far,  despite  masaivA  bankruptcies  in  Steel. 
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The  Brock  Task  Forc<i  indicated  chat  dosc  large  companies  already  provide  early 
notice  of  lepending  plane  ahutdownff  and  chen  alno  provide  a  vide  range  of  econoaic 
protection  for  thair  affected  employees.  Certainly  chat  ia  the  case  in  steel,  auto, 
aerospace,  aluainua,  chemicals,  oil,  and  aany  others.    The  writers  of  the  proposed 
legislation  were  quick  to  life  out  only  those  sections  of  the  Brock  Task  Force 
Report  that  fit  their  objectives— they  chose  to  ignore  the  central  issue  as  to  the 
nature  of  the  problen  they  wish  to  address,  i.e.,  the  Task  Force  spent  considerable 
tloe  and  found  aubstantial  diaagrecaent  as  to  the  nature  and  magnitude  oi  the 
uneeployacnc  problea  caused  by  plant  shutdovms,  but  there  was  little  or  no 
disagreesenc  that  the  problea  waa  not  one  of  large  businesses. 

It  is  obvious,  however,  that  this  legislation  is  aiaed  at  ieproving  the  lot  of 
big  unions  by  further  cost-handicapping  large  basic  industry  eaployera.  Further, 
we  do  not  believe  that  the  advance  notice  and  conaultation  requireaents  are 
necessary,  desirable,  reasonable  or  workable  for  any  business  regardless  of  its 
size.    Can  this  country  afford  to  further  increase  production  costs  for 
beleaguered  basic  industries  now  closing  their  high  cost  plants  as  customers  order 
elsewhera?   Will  aaking  our  costs  still  higher  support  long-tera  eaployaent 
prospects?  ' 

Do  we  need  controversial  legislation  which  increases  cost  and  helps  hasten 
plant  closings,  or  do  we  need  legislation  which  helps  people  to  build,  and  aalntain 
and  inveat  in  plant  openings?  —  Do  we  need  note  expensive  plant  funerals  or  nore 
healing  cost  aedlcine  for  laperiled  aanuf acturing  In  our  high-cost  society? 

This  legislation  is  siaplistlcally  conceived  even  if  good-hearced  In  Its 
intention.    Ve  believe  there  are  considerable  values  in  Title  I  of  S.  S38,  but  we 
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believe  Title  II,  advance  notice  and  consultation,  for  the  reasons  atnted,  and  for 
those  corroborated  In  the  addenda,  ahould  be  ellslnated  entirely. 

CONCLUSIONS 

I  hftvc  tried  to  share  with  the  Subcotaltteea  our  experiences  at  USX,  a  largi* 
dlveralfled  corporation,  where  plant  closures  and  layoffs  are  handled  pursuant  to 
collectively  bargained  or  equivalent  enploysent-aecurlty  prograas. 

Froa  the  perspective  of  the  bualness  conaunlty,  each  plsnt  closing  and  each 
layoff  situation  la  unique.    Inflexible,  legislatively  Imposed  nandatory  notice  and 
consultation  requirements  cannot  be  realistically  net  In  laany  cases.  Coapanles 
signatory  to  Labor  Agreements  conply  with  Its  tenas,  provide  collectively  bargained 
notice  periods  and  ext';nslve  econoelc  shutdown  benefits.    Smaller  fires,  just  as 
Buch  as  their  larger  counterparts,  cannot  predict  their  cconoalc  outlook  nontha  In 
advance.    Large  and  snail  manufacturers,  whether  union  or  non-union,  are  each 
aubject  to  countless  shlfti;  In  enployoent  as  part  of  countless  swings  In  business 
cycles,  products  and  ever>changlng  external  fnctora.    Manufacturers  work  only  when 
there  are  orders  to  fill. 

Plants  open  and  close  and  workers  are  recalled  and  laid  off  for  nany  reasons. 
They  Include  product  and  plant  obsolescence,  doaestlc  and  foreign  conpetltlon, 
changing  technologies  and  consueer  preferences.  Increased  costs,  sales,  aergers  and 
scqulsltlons,  divestiture,  currency  exchange  fluctuations,  deregulation, 
regulation,  the  loss  of  a  customer  or  supplier,  and  endless  others. 
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These  sre  «  sMpllng  of  th«  rcqulrcents  of  ch«  wrketplAcc  and  the  global 
cnvlronacnt  in  which  U.S.  aanufacCurert  and  other  huslnetses  mist  coapete. 
Re«enb«r  that  the  United  Statss  has  recently  experienced  «  prolonged  econoalc 
expansion,  and  continues  to  generate  Joba  at  a  rnte  envied  by  econoaleft  throughout 
the  developed  vorld. 


The  cost  effective  way  to  aeet  Inevitable  structural  change  dislocation  Ik 
through  Job  creation,  Uprovsd  competitiveness,  lower  costs,  better  quality  and 
preparation  for  change  through  worker  training  and  sklllit  devclopnent.    We  believe 
thst  the  notice  and  consultation  provlalons  of  S.  538  arc  unnecessary,  haroful,  »no^ 
unworkable  In  the  aanufscturlng  setting,  and  should  be  rejected  by  the 
Subcooolttees  and  the  Congress.    We  support  the  general  provisions  of  Titles  I  and 
HI,  but  believe  that  S.  539  la  a  better  development  base  for  worker  eligibility 
and  attendant  supporting  services. 
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USXC0<P0fa!oo 
600 G'anc  Street 

4124336724 


J&ucoJohn$»rt 


April  7,  1987 


The  Honorable 
Paul  Sloon 

Chalroan,  Subcoaolttee  on 

Eoployoent  and  Productivity 
United  States  Senate 
Washington,  D.C.  20510-6300 

Dear  Senator  Sloon: 

Thank  you  for  the  opportunity  you  gave  oe  to  testify 
before  your  Subconolttee  on  March  26,  1987-    Your  personal 
courtesy  and  professional  conduct  makes  for  a  oore  useful 
dialogue  and  a  hearing  atoosphere  which  aids  the  cause  of 
better  legislation. 

1*0  not  optlolstlc  about  reaching^  consensus  with  the 
Steelworkers  because  of  the  fact  that  those  who  receive 
benefits  and  those  who  pay  the  bill  have  such  different  eco- 
noolc  and/or  political  objectives.    Nevertheless,  I  have 
sent  the  attached  coooents  to  Leon  Lynch,  as  representative, 
of  what  we  believe  should  coopose  the  totality  of  Title  II. 

I  hope  you  and  your  ^tatt  will  take  tloe  to  study  the 
written  subolsslon  which  I  oade  on  behalf  of  Just  one  coo- 
pany.    Our  diversity  of  products,  competitors,  custooers, 
eoployee  groupings,  unions,  and  other  factors  Illustrate  why 
a  top-down  legislative  itsposltlon  could  wreak  havoc  In  this 
area.    Kultlply  that  by  a  oUllon  other  diverse  coopanies, 
and  I  think  you  will  see  why  the  business  cooounity  is 
understandably  opposed  to  new  costs,  new  litigation  tests, 
and  a  new  federal  bureaucracy  —  even  though  the  objective 
be  well-intentioned  and  laudable. 

Most  large  coopanies  pay  enoroous  amounts  to  support 
displaced  employees.    Eoployment  prospects  will  not  be 
enhanced  by  adding  another  layer  of  costs. 


Very  truly  yours. 


Attachoent 


MaraVton  04  Company 


USS 


U&(>vers<«d  Group 
Texas  04  &  Gas  Corfx 
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PLANT  CLOSING  LEGISLATION 
ADVANCE  NOTICE  REQUIREMENTS 

The  wide  diversity  of  business  endeavor,  organization,  operating 
conditions,  employment  arranceoents,  contractual  agreements, 
customer  relations,  financial  circumstances,  and  the  like, 
preclude  on  a  pragmatic  and  competitive  basis,  legislatively 
mandated  and  arbitrary  advance  notice  periods.    This  circumstance 
is  best  handled  between  employer  and  employees  where  the  specific 
conditions  of  an  industry,  a  company,  a  product  or  the  employees 
involved  are  automatically  considered.    The  purpose  of  advance 
notice  to  employees  being  terminated  from  long-term  employment 
due  to  plant  closing  as  recommended  here  is  to  provide  adequate 
notice  for  readjustment  assistance,  not  to  delay  or  prevent  the 
Closing  of  an  uneconomic  plant. 

1«      Notice  to  employees. 

•  Permanently  closing  a  plant  or  discontinuing  permanent- 
ly a  department  of  a  plrnt  and  termination  of  employ 
ment  of  affected  individuals,  absent  a  Company  person- 
nel policy  or  labor  contract  stating  otherwise,  shall 
remain  the  sole  discretion  of  the  Company. 

•  Before  a  Company  closes  permanently  a  plant  or  discon- 
tinues permanently  a  department  of  a  plant  causing 
terminations  of  200  or  more  employees,  it  shall  give 
the  affected  employees  (as  a  group),  whenever  practica- 
ble, advance  written  notification  of  at  least  30  days 
prior  to  the  scheduled  closure  date.  '  

•  The  fact  that  some  employees  have  been  laid  off  prior 
to  the  date  that  notice  is  given,  or  the  fact  that  some 
employees  are  laid  off  during  the  notification  period 
in  connection  with  the  gradual  shutdown  of  the  plant  or 
department,  shall  not,  in  itself,  constitute  a  vio- 
lation of  the  notice  requirement. 

•  Such  notification  shall  not  be  construed  as  a  limita- 
tion on  a  Company  s  business  judgment  to  reduce  or 
increase  the  work  force. 

•  If  it  is  determined  that  an  employer  did  not  give  such 
advanco  written  notification  even  though  it  was  practi- 
cable to  do  so,  and  if  the  CoEopany's  personnel  policy 
or  labor  contract  does  not  specify  a  greater  economic 
remedy,  the  maximum  award  payable  to  an  affected 
employee  is  50Z  of  his  average  weekly  earnings  as  cal- 
culated over  the  12  months  preceding  his  last  day 
worked,  for  a  period  not  to  exceed  30  days  less  the 
number  of  days  notice  actually  given. 

Any  such  award  shall  be  reduced  for  any  layoff,  sever- 
ance. Special  Pension,  or  absence  benefits  provided  by 
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the  CoDpany  or  by  a  govemnent  agency  or  entity  covering 
the  saise  event  or  tine  period* 


This  procedure  is  the  exclusive  remedy  for  violations 
of  this  Act. 


2,  The  Conpany  will  provide  notice  of  pernanent  closings  to  a 
designated  agency  In  State  Government  at  the  same  tine  as  It 
Is  given  to  affected  employees. 

3.  "Affected  enployees"  means  enployees  who  have  been  employed 
by  their  current  enployer  for  five  or  more  years  whose 
employnent  Is  temlnated  because  of  permanent  discontinuance 
of  a  plant  or  a  department. 

A.      The  provisions  of  this  Act  shall  supersede  any  and  all  State 
laws  Insofar  as  they  nay  now  or  hereafter  relate  to  plant 
closings.     (For  purposes  of  this  provision,  the  tern  State 
law  shall  be  as  defined  in  Act  Section  51A  of  ERISA.) 
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History  of  USS/U5WA  OutplaQement 
 1984  -  1967  

In  March,  1984,  U.  S.  Staoi  and  the  USWA  Intarnatlonal  m«t 
to  <Jlacu8«  and  atudy  the  feailbillty  of  offering  outplacement  oervlces 
to  ftmployees  aff acted  by  announced  plant  thutdowns.    A  doclalon  was 
mutually  reachsd  that  outplacement  services  wore  needod  and  govern^ 
santal  funding  should  be  pursued. 

Tha  first  outplacement  center,  located  In  the  Hon  Valley, 
vas  opened  June  1,  1984.    This  was  closely  followed  by  the  opening  of 
centers  in  Gary,  Indiana  and  Lorain/Cuyahoga,  Ohio.    Additional  centers 
located  at  ralrless,  Geneva,  Awbrldge,  and  South  were  opened  In  the  Fall, 
1984.    All  eight  centers  offered  comprehensive  outplacement  services  to 
clients. 

Day-to-day  funding  for  center  operations  and  job  search  train- 
ing and  support  was  provided  by  the  Company.    This  Included  both  cash 
contributions  and  in-kind  services,    since  June,  1984,  the  Company  has 
provided  $1,882,172  in  cash  and  $1,879,103  in  ln-klr,d  services.  Cash 
contributions  covared  staff,  supplies,  equipment  rental,  subscriptions 
and  Informitlon  resources,  and  printing  and  postage.    In-kind  services 
included  facilities,  equipment,  telephone  services,  administrative 
personnel,  utilities  (heat,  light,  air  conditioning,  etc.),  and  facility 
maintenance* 

In  addition,  the  Company  secured  the  services  of  outside  con- 
tractor* to  provide  job  search  skills  training.    The  company  received 
and  r-'veved  proposals  and  presentations  from  leading  outplscetoent  firms 
across  the  nation.    Contracts  were  awarded  to  Drake,  Beam,  Korin,  Inc. 
and  Kalnstream  Access,  Inc.  based  on  quality  of  material,  facilitators 
and  prlca.    These  two- outplacement  firms  have  been  used  as  service  pro- 
viders throughout  the  entire  program.    Since  the  inception  of  the  program, 
the  center  staff  members  have  developed  a  job  ssarch  skills  workshop 
and  corresponding  training  materials  designed  to  meet  the  specific  needs 
of  former  USS  employees.    These  materials  have  been  used  since  October, 
1984  in  the  Hon  Valley,  Gary  and  South  centers  and  continue  to  provide 
an  aconomical  means  of  trai'^lng  clients  in  job  search  methodology. 

The  Company  and     ^  Union  jointly .sought  ,JTPA  funding  for 
retraining  purposes.    Funds  received  through  J7PA  s«:pported  on-the-job 
training,  skills  enhancement,  and  classroom  training.    JTPA  grants  wero 
awarded  in  New  Jersey,  Pennsylvania,  Ohio,  Indiana,  Illinois  and  Utah. 
To  date,  the  program  has  received  $3,073,424  in  government  grants. 

The  program  model,  developed  by  Company  staff,  consisted  o£ 
the  following  structure:  ^ 

Local  Advisory  Council  USS  Supv. -Career  Continuation 

Center  Administrator 

 .  \  ,  

Job  Search  Counselors  Clerical  Stcff  Job  Davclopsrs 
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The  Center  Administrator  directly  reports  to  th«  Suparviior-Career 
Continuation,  USS  and  recelvea  advice  and  support  from  tha  Local 
Adviiory  Council.    The  Local  Advisory  Council  consisted  of  six  repre- 
sentatives, three  from  the  Company  and  three  from  the  Union. 

K  February,  1987.  there  have  been  6,915  clients  served 

by  the  outplacement  centers  (includes  management).    All  clients  have 
participated  in  job  oaerch  akills  workshops,  711  have  been  enrolled  in 
retraining  programs  and  X02  in  on-the-Jbb  treining  progrems.  Total 
job  placement  is  531  of  the  client  population.  '  ^ 

Aa  the  liser  population  in  each  area  diminished,  the  outplace- 
ment center  closed,    several  canters  closed  in  1985  including  Geneva, 
South,  Fairless,  Arabridge,  and  Lorain/Cuyahoge.    The  center  in  South 
was  re-opaned  in  1986  for  a  elx-month  period.    At  the  present  time, 
tuo  full-servica  centers  remain  open  in  Hon  vaXXey  and  Gary  and  rotrein- 
ing  support  is  provided  for  South  Work**  clients  enrolled  in  retraining 
programs,    where  center*  have  been  closed,  the  responsibility  for  on- 
going assietanca  for  any  remaining  clients  (job  postings,  resume  re- 
writes, counseling;  etc.)  hes  been  transferred  to  the  looal  Personnel 
office. 
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USS  OUTPLACEMENT  AND  JTPA  RCTRArNIKG  ftEPOflT 
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Management,  labor, 
andthe 
golden  goose 


William  £.  Fmhan,  Jr. 


How  exit  barriers 
and  high  labor  cx)sts  squeeze 
and  then  strangle 
mature  businesses 
once  the  economic 
fairy  tale  ends 


Whatiithcsoutccofthe 
ptobJems  ojmatute  indu^ 
Hits  m  the  United  States' 
Some  say  foteign  compel  • 
Hon.  which  is  subsidized 
b'yf6vetnments  and  sup  • 
potted  by  new  plants  and 
by  low  costs  foi  production 
tmdcapuai  Othetssay 
U.S.  managets  'obsession 
with  shcTt'tetm  eammgs 
and  Jack  of  attention  to 
pTodur.t  quality.  Missing 
jtom  this  analysis  is  a  teal 
istic  apptaisal  of  the  finan- 
cial economics  of  today's 
competing  industries. 

Tb put  it  in  the  simplest 
terms,  manaietii^nt  and 
Jabor  have  barzaaied  theit 
way  into  an  economic  cor- 
ncr.  They  have  ut  wc^,es 
and  fnuge  benefi  is  at  lev- 
els fat  be'ycnd  the  ability 
of  many  companies  to  pay 
Had  the  escalation  not 
occuned,  many  matute 
industries  would  not  suffer 
as  they  now  do  and  they 
would  have  access  to 
the  capital  necessary  to 
modernize.  Through  case 
studies  of  the  employee 
buyout  ofVieiiton  Stul, 
the  upheaval  in  the  meat' 
packing  industry,  and  the 
competiuon  betwun  rail- 
ways and  trucking  compa- 
nies, the  author  shows 
where  management  and 
labot  made  their  mistakes 


and  suggests  how  to  avoid 
these  mistakes  m  the 
future. 

Mr.  Fruhan  is  professor  of 
business  administration  at 
the  Harvard  Business 
School,  where  he  teaches 
corporate  finance  Hehas 
written  three  other  HBR 
a*  tides.  During  thepast 
fi  \  e  years,  his  primary  re- 
search has  centered  on  the 
financial  dilemmas  feeing 
executive:  of  mature 
industries.  He  is  the  author 
of  ReviuHzing  Businesses: 
Shareholder  Woik  Force 
Conflicts  (Division  of 
Research.  Harvard  Busi- 
ness School       and  of 
Financial  Strategy  (Richard 
D.lrww.  1979)  and  co- 
editor  of  Case  Problems  in 
i-inance  (Richard  0.  Irwin. 
1981). 


Across  mature  industries,  a  "revolu* 
tion/'  we  are  told,  has  occuned: 

□  The  employees  of  the  Weirton  division 
of  National  Steel  have  bought  the  ownership  of  their 
plant  in  the  largest  employee  buyout  in  history. 

□  Eastern  Air  Lmes  has  given  its  employ- 
ees 25%  of  its  comm'-  stock,  agreed  to  lucrative  profit 
shanng  when  net  earnings  exceed  $90  million,  and 
said  it  will  give  back  wage  increases  when  productivity 
rebounds. 

□  United  Air  Lines  has  set  up  a  two-tiered 
wage  structure  under  which  it  will  hire  new  pilots  on  a 
scale  40%  lower  than  that  of  those  already  employed. 

Recognizing  that  cunent  operating 
costs  are  too  higb,  the  managers  of  mature  and  deregu- 
lated businesses  have  used  concessionary  bargaming  to 
restructure  industry  wide  wage  agreements.  Wage  re- 
ductions are  as  common  today  as  double-digtt  annual 
wage  increases  wcrs  only  a  few  years  ago.  A  good 
thine?  A  bad  thing?  A  good  thing  too  late? 

After  five  years  of  study  of  basic  indus- 
tnes,  I  beheve  that  bargaining  decisions  that  have 
resulted  in  a  rising  standard  of  livingand  economic 
health  for  employees-and  that  have  satisfied  rhe 
shQrt-term  concerns  of  managers -have  also  destroyed 
the  economic  structures  of  numerous  mature  indus* 
tries. In  labor  contracts, managers  have  bargained  away 
their  competitiveness  on  the  assumption  that  d  every 
domestic  company  faced  the  same  wage  structure, 
none  would  suffer  &  competitive  disadvantage.The 
consumer  would  pay  for  the  consequences  -  not  labor, 
management,  or  the  shareholders.But  the  consumer 
has  not  paid. 

In  negotiation  after  negotiation,  compa- 
nies have  not  carefully  considered  the  long-run  impli* 
cations  of  their  decisions.  In  the  fairy  talc  atmosphere 
of  the  1950:^  and  1960s,  both  management  and  labor 
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Exhtbftl         Pro  forma  firMod«lpro|«ction«  for  W»bton 
division  of  NaUonal  StMl  Corporation 
undor  w\ov%  optraUng  tMumptiont 
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thought  that  their  companies  were  like  golden  geese 
that  would  hy  golden  eggs  whenever  needed. 

The  cases  of  the  steel,  meat-packing, 
rail,  and  trucking  industncs  prove  othcrwise.The  lot' 
sons  to  be  learned  axe  varied  and  apply  to  a  wide  range 
of  industries.  They  show  that  management  should: 

1  Fully  analyze  the  economic  conse- 
quences of  the  "continj^ent  obligations''  they  incur  m 
bargaining  with  labor,  including  shutdown  benefits, 
early  retirement  provisions,  and  health  care  obliga* 
tioiis  for  retirees.  At  a  seminar  for  senior  financial  offi- 
cers, for  example,  I  asked  how  many  were  involved  in 
negotiating  major  investment  deasions;  essentially  all 
said  they  were.  When  asked  whether  they  evaluated, 
negotiated,  or  even  participated  in  major  wage  and  ben- 
efit contracts,  almost  none  said  they  did.  Whole  such  a 
samplmg  is  unscientific,  it  indicates  a  problem.The 
one  big  investment  decision  in  a  matme  business  has 
been  completely  escaping  the  scnitmy  of  the  CFO. 

2  Avdd  getting  trapped  in  uneconomic 
busmesses.  Managers  must  guard  the  exit  door  at  least 
as  carefully  as  they  guard  current  operating  costs,  and 
they  must  imderstAnd  that  diversihcation  helps  pre- 
serve the  exit.  While  much  cunent  management  phi* 
losophy  (m  both  hnancial  and  strategic  circles)  stresses 
the  idea  of  "domg  what  you  know  b^t,''  management 
Will  lose  bargaining  power  with  labor  if  It  has  to  con* 
template  getting  out  of  one  busmess  before  it  becomes 
firmly  established  in  another. 

The  experience  of  these  mature  mdus- 
tries  indicates  tliat  maxugement  has  failed  to  Adequate- 
ly consider  the  ramifications  of  its  actions  at  the  bar- 
gaining table  for  the  financial  health  of  the  business.  In 
the  end,  a  significant  segment  of  mature  industry  has 
become  owned,  de  facto,  by  the  work  force.  In  some 
cases,  employees  have  even  become  the  legal  owners. 


Steel:  a  hapless  goose? 

In  the  past  25  years  the  steel  industry 
has  experienced  an  imprecedented  redistnbuuon  of 
corporate  wealth.  Collective  bargaining  has  yielded 
impressive  improvem^ts  in  pension  and  health  care 
benefits  during  the  satie  time  that  the  industry  has 
come  underpressure  fi:>m  stagnant  demand  and  in- 
creased foreign  competition. 

The  terms  under  which  steelworkers 
can  retire  have  become  more  and  more  generous  as  in- 
cremental enhancements  have  erected  barriers  to  cor- 
porate exit  from  the  industry.  If  a  steel  company  wants 
to  close  a  plant,  it  becomes  obligated  to  pay  iftireserved 
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and  unfunded  pension  and  health  care  costs  that  gener- 
ally far  exceed  the  hquidauon  value  of  the  plant  and 
related  working  capital.  In  financial  terms,  an  iw eco- 
nomic but  operating  steel  plant  has  a  large  negative  net 
present  value  forits  shareholder  owners. 

This  general  industry  problem  achieved 
public  recognition  when  National  Steel  turned  over 
the  assets  of  the  Weirton  division  in  January  1984  to  its 
employees  and  made  it  the  largest  employee<owned 
enterprise  in  Amenca.  The  purchase  culminated  22 
montht  of  jomt  owner  and  employee  effort  to  save  the 
facility  from  liquidation;  the  final  decision  turned  on 
management^  analysis  that  the  company  could  not 
economically  operate  or  modeimze  the  facility. 

On  abusiness«as-usiial  basis  (without 
modemizauon  expenditures),  Nauonal  estimated  pre- 
tax losses  for  1984*1989, would  total  $334  ncillion  be- 
fore financing  charges.  Even  if  Natioiul  were  to  reduce 
costs  as  aggressively  as  possible  and  increase  capital 
spendmg  to  almost  $500  miUionr  it  would  still  lose 
$166  million. 

The  fmancial  forecasts  shown  in 
Exhibit  /  were  clearly  unattractive  to  Nauonal  Steel 
executives.  The  financial  consequences  flowing  from 
past  mvestments  m  projects  with  inadeqiute  returns 
are  all  too  clearly  reflected  m  Exhibit  II.  From  1972  to 
1981,  Nauonal  achieved  a  return  on  equity  of  more 
than  10%  in  only  one  year;  shareholders  mcreased 
their  equity  investment  by  nearly  $500  miUion,  while 
the  market  value  of  that  equity  fell  more  than  $300 
million.  The  destmction  of  the  shareholder  wealth 
produced  by  capital  mvestment  in  projects  that  had 
madeqiute  returns  continued  over  a  long  period 
of  time. 


Ibo  many  golden  eggs  at  once 

The  details  of  the  Weirton  buyout  ha  v 
been  well  publicized.  But  the  most  important  aspect  of 
the  story-the  lesson  for  management-has  not.It  is 
the  story  of  compounding  contingent  liabilities  and 
failii^  to  anticipate  the  cost  of  these  contingent  liabili- 
ties. It  is  the  story  of  how  a  nunagement- always  be- 
lieving that  it  could  walk  away  from  Weirton  if  neces- 
sary yet  systematically  cuttmg  off  its  opuon  to  walk 
away -negotiated  itself  intoa  posiuon  of  negative  net 
present  value.  It  is  the  stay  of  the  expropriation  of  a 
business  once  the  opuon  toexi;  became  too  expensive 
to  exercise. 

What  started  it  all  was  a  collective  bar- 
gaining process  that  began  with  the  watershed  year  of 
1959-noUble  because  of  the  invocation  of  the  Taft- 
Hartley  Act  and  a  subtle  shift  in  bargaining  emphasis. 
Management  in  the  steel  industry  first  began  to  trade 
away  its  economic  options;  although  it  realized  it  had 
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th(»t*tcnn  difficulties,  it  believed  the  loof  nm  wotUd 
bring  relief.  Instesd,  the  situation  worsened. 

in  the  1 959  negotistion,  f of  example,  the 
union  niik  snd  file  were  sngUng  for  improved  fringe 
benefitt,  including  expanded  bospitilizstioo,  company- 
paid  insurance,  a  lower  retirement  age,  and  more  gen- 
erous pensions,  while  their  union  leaders  wanted  high- 
er wsges;But  the  steel  industry,  fearing  an  onslaui^t  of 
foreign  tteel  imporu  and  seeking  more  production  ef- 
fidency,  wanted  to  be  free  of  the  contractual  necessity 
to  keep  00  a  certain  number  of  workers  in  each  plant. 
Hie  battle  ay  was  "management  ri^u";  if  labor 
would  agree  to  allow  autonoatioo  and  productioo  effi- 
cicndcs,  management  would  agree  to  meet  the  unions 
halfway 

But  management  went  more  thin  haU- 
wa](  Hie  next  year  brought  a  rosier  outlook  for  steel 
than  1959.  A  Republican  administratioo  under  elec- 
toral beat  persuaded  steel  executives  that  changes  in 
unioo  work  rules  to  allow  prochictioa  efficiencies  were 
UB&eoeisary-that  management  could  at^eve  its 
objectives  within  existing  rules.  Not  only  did  manage* 
meat  req)Otkl  to  these  pcJitical  SiSd  ecorwmic  pres* 
tures  by  granting  "normal"  wage  increases,  but  it 
improved  cm|J^ree  fringe  bend^ts  n  well  One  new 


benefit  (a  "contingent"  liability)  was  potentially  devas- 
uting:  the  so-called  70/80  provisioo,  which  permits 
workers  who  begin  continuous  employment  at  age  18 
to  retire  early  on  an  unreduced  pension  if  the  plant 
closes  after  they  reach  49  (see  the  early  retirement 
provision  of  the  1969  agreement  in  Exhibit  III].  Man- 
sgemcnt  began  to  dose  off  its  options. The  contingent 
liability  was  acccpublc  to  management  because  it  was 
inconceivable  that  it  would  become  economically 
significant. 

In  1966,  collective  bargaining  produced 
a  "30  and  out"  option,  whereby  a  worker  completing 
30  years  of  lervice  could  retire  early  for  any  reason,  A 
plant  shutdown  or  layoff  was  not  a  precondition.  But 
because  of  the  pension  supplement  offered  under  the 
70/80  provision,  employees  with  30  years  of  service 
facing  a  plant  shutdown  would  probably  choose  to  re- 
tire under  this  provision-not  the  30  and  out  altema- 
tive-and  the  cost  of  a  shutdown  to  producen  would 
rise. 

In  the  rime  way,  a  "rule  of  65" became 
effective  in  1978  and  permitted  a  worker  who  began 
continuous  employment  in  a  steel  >  lant  somewhat 
later  in  life  to  en|oy  benefiu  similar  to,  but  somewhat 
leu  than,  those  avaiUble  under  the  70/80  provision. 
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Despite  what  these  provisions  meant 
should  management  want  to  close  a  plant,  nowhere  did 
Weirton%  accounting  system  reflect  their  potential 
impact. 


'  The  goose  gets  too  expensive 

While  workers'  fringe  beneliu  im- 
proved dramatically  in  the  1960s,  steel  wages  increased 
but  did  not  rise  any  faster  than  wage  levels  in  other 
manufacturing  industries.  Steel  wages  remained  at 
about  the  same  ratio  (31%)  above  the  average  of  wages 
in  other  manufacturing  industries.  It  is  important  to 
grasp  the  fact  that  as  long  as  steel  wages  increased  in 
the  same  magnitude  as  those  in  other  manufacturing 
industries -and  thus  maintained  theix  historic  rela* 
ticnship-  steel  companies  suyed  in  reasonably  good 
health. 

After  1973,  the  economics  of  the  steel 
industry  changed;  compensation  concessions  then 
proved  fatal. The  reason  for  such  corporate  largesse 
was  the  seemingly  rosier  economic  climate.  Imports 
had  subllized  at  around  12%  of  the  market  (they  now 
account  for  more  lhan  25%),  demand  had  pressured  ca- 
^rltYt  and  management  had  sought  labor  peace. 
Unions  agreed  to  the  Experimental  Negotiating  Agree- 
ment; it  gave  management  relative  freedom  from  the 
threat  of  strikes  (and  the  resultingpressure  from  the 
hedge-buying  of  imported  steel)  in  return  for  general 
cost-of-living  adjustments  to  labors  pay. 

From  1973  through  1982,  steel  led  all 
major      mdustries  in  wage  progress.  Fm  example,  u 
was  up  146%  during  the  period  in  comparison  with 
133%  for  motor  vehicles  and  car  bodies,  130%  for  au- 
craft,  123%  for  tires  and  inner  tubes,  and  108%  for  elec- 
tric and  electronic  equipment.  All  manufacturing 
wages  together  rose  108%  in  1973-1982.  The  result: 
wages  climbed  from  a  level  31%  above  the  wages  in  all 
manufacturing  to  one  64%  higher  than  those  paid  to 
other  manufacturing  workers.  (See  Bdubit  IV.) 

The  change  in  the  relationship  of  total- 
compensation  (including fringe  benefits)  was  even 
more  dramatic  From  1964  to  1973,  the  total  compensa- 
tion of  steelworkers  was  roughly  31%  higher  than  the 
total  compensation  of  workers  engaged  m  all  msnufac- 
turing  (see  Exhibit  V\.  By  1982,  total  compensation  of 
steelworkers  had  jumped  to  a  92%  premium  above 
that  in  all  manulacturing. 

When  the  wage  ratio  premium  rises, 
either  the  work  has  become  more  difficult-or  the 
employees  have  gotten  a  better  deal.  The  consequences 
of  the  laner  are  telling.  For  example,  if  the  ratio  be- 
tween the  total  hourly  compensation  of  steelworkers 
and  that  of  workers  in  all  manufactiuing  remained  sta- 
ble after  1973,  by  1982  steelworkers'  compensation 
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Exhibit  III 
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would  have  averaged  $16.81  per  hour,30%  below  the 
actual  figure.  Hie  change  in  this  rauo  added  $60,000  m 
compensation  costfor  theaverage  steelwozker  em- 
ployed throughout  tHe  1974-1982  period  (see  column  8 
of  Exhibit  V).  Theoretically,  if  this  exua  $60,000  per 
person  had  not  been  paid  to  the  8,000  members  of  the 
Weirton  work  force,  it  would  almost  have  totaled  the 
$484  million  National  needed  to  modernize  the  Weir- 
ton fadbty  in  1984  (see  Une  15,  Exhibit  1).  Simply  sut- 
ed,  the  modernization  budget  went  into  the  pay  packet 
of  the  Weirton  work  force. 
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Of  coiuse,  Nationals  muugcment  tried 
but  could  not  pass  on  the  Added  costs  to  steel  consum* 
m  in  the  fonn  of  higher  prices. The  conabination  oj  a 
strong  U^.  dollar,  foreign  subsidies,  sugnint  world* 
wide  demand,  domestie  competition  from  nonunion 
minimills,  increasing  production  capacity  in  the  devel* 
oping  world,  and  aggressive  foreign  price  competition 
prohibited  such  a  suategy:  As  I  said  earJicr,  productiv* 
ity  gains  could  not  cover  the  gap  either.  Only  the  pro- 
viders of  capital  remained  to  shoulder  the  cost  of  the 
compensation  gains  fc/  labor. 

As  we  have  seen  in  Exhibit  //,  steel 
iharebolders  bore  the  brunt  of  labors  gain,  so  at  Na- 
tional Steel  (ss  well  as  at  the  other  integrated  U.S. steel 
producers)  equity  capital  providers  went  on  strike. 
National  Steele  management  got  the  message  and 
•topped  new  investmenu  at  Weirton,  iu  least  efficient 
major  facility  (In  1 984,  National  tried  to  throw  in  the 
towel  on  the  balance  of  iu  steel  production  business  by 
agreeing  to  ;^1I  this  business  to      Steel,  but  opposi*  ' 
tion  by  the  U^.  Justice  Department  helped  cancel  the 
agreement.  National  then  sold  a  50%  interest  in  what 
remained  of  iu  steel  operations  to  Nippon  Kokan  K.K. 
Ibr  $292  million,  and  it  reached-but  then  recently 


HwvMd  IttuwM  Review  Scrtcmhci  Ovtobci  IVSS 


Hoping  for  a  new  goose 

Under  normal  business  economics^ 
once  a  company  rules  out  new  investment  at  a  big  fa* 
dlity  like  Weirton,  the  idea  of  dosins  the  plant  almost 
ineviubly  follows.  But  collective  bargaining  dtsuoyed 
the  normal  economics  in  this  case. 

Hie  three  caiJy  retirement  options 
described  before  were  bargained  into  the  fabric  of  the 
basic  steel  pattern  agreement  over  an  18-year  pcnod 
(see  Exhibit  ill].  In  the  event  of  a  shutdown  at  Weirton, 
for  example,  4, 100  of  the  8,000  employees  would  have 
been  entitled  to  retire  under  one  of  these  options.  Al- 
most 3,200  workers  would  be  entitled  to  a  basic  pen- 
sion supplement  under  the  cajly  retirement  options  of 
Exhibit  in.  An  employee  joining  National  at  age  18  in 
1951  would  have  31  years  of  service,  be  49  years  old  in 
1982,  and  be  entitled  to  a  pension  equal  to  about  36% 
of  his  or  her  averaje  annual  wages  for  the  past  five 
years  plus  an  annual  supplement  of  $4,800,  under  the 
70/80  provision. 

liken  together,  the  present  value  of  the 
future  cost  of  the  added  pension  obligation  -  a  "contin* 
gent  liability"  that  would  be  converted  into  an  "actual 
lubility"  by  a  Weirton  closing- was  estii^ted  at  $318 
nullion,  of  which  almost  $  125  million  came  from  pen* 
sion  suppiemcntt.  Not  Included  were  the  cost*  of 
health  care  benefits,  U'e  insurance  protection,  and  ter- 
mination pay.  Like  mcst  companies,  National  Steel 
bore  these  costs  and  carried  them  as  items  of  cunent 
expense  only  as  they  were  incurred.  In  1983  the  cost  of 
,  health  care  coverage  was  about  $2,500  per  family  for 
retirees  tmder  age  65  and  about  $  1,000  per  family  for 
retirees  overage  65  whose  primary  insurer  was  Medi* 
care.  The  present  value  of  the  future  health  care  costs 
of  early  retirement  could  easily  reach  $25,000  per 
retiree. 

Hie  growing  size  of  these  obligations 
for  retirees  has  caught  the  attention  oi  ihe  Financial 
Accounting  Standards  Board.TlieFASB  has  suted  that 
companies  should  not  treat  such  obligiticn*  on  a  pay* 
as*you*go  basis  but  should  accrue  *hem  over  the  peri- 
ods in  which  employees  render  service.  According  to 
FASH  81  (issued  in  November  1984),  corporate  annual 
reporu  for  1984  were  to  include  some  limited  disclo- 
sure of  the  cost  of  health  care  benefiu  to  retirees.  Rec- 
ommendations for  more  stringent  reporting  require- 
ments are  expected  to  follow. 
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tenniruted-an  agreenicnt  to  merge  with  Bergen 
Bnmswig  in  a  stock«forstock  transaction  valued  at 
$580  million.) 
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G'%vning  the  goose 


Why  U  it  imporuijt  to  wozty  about  the 
present  value  of  the  future  co9ts  of  employee  benefits? 
I/you  analyzed  the  net'p^s*tent  value  of  the  future 
health  care  C09U  for  early  rt:irec$  ii  V.'zirion  closed  its 
doors,  you  would  probably  fm^  ^t  the  bill  exceeds 
$100  million.The  ma£nit\*de  of  Tuch  exposure  creates 
major  prT>bIem5  when  t  coupan  /  wacu  to  close  a 
plant.  Obviously,  the  plant  will  tto  longer  produce  any 
income  with  which  to  pay  thesv  unreserved  and  un* 


funded  future  benefits.  Who  will  pay?  Lawsuits  have 
grown  around  that  question. 

Colt  Industries  recently  tried  to  teimi* 
xute  the  medical  bcnefiu  for  4,200  retirees  of  its  Crud* 
ble  Steel  division,  which  had  been  closed  and  sold  to 
Jones  &  Laughlin  Steel  Corporation.Litigatiop  xmti* 
ated  by  the  United  Steel  workers  of  America  and  public 
pressure  from  *-  ?tble%  retirees  produced  a  one-year 
interim  so)*     ^^nat  requires  modest  monthly  contri- 
butions from  retirees.  If  a  settlement  is  not  negotiated 
withm  <me  year,  the  litigation  will  be  rcintuted.  Fbl* 
lowing  the  Colt  acuon,  Bethlehem  Steel  decided  non* 
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union  re  luces  should  shoulder  a  l&rgc  share  of  iheir 
hcaJth  insurance  costs.  Legal  action  conunenced  and 
Bethlehem  was  forced  on  an  interim  basis  to  restore  all 
benefits.  A  court-approved  settlement  was  reached  lix 
xnid-1985  that  eiuuics  future  health  insurance  cover* 
a^c  at  a  modest  cost  to  nonunion  retirees. 

In  Wcinon%  case,  the  present  value  of 
the  uiuescrved  and  imfunded  toul  cash  outlays preeip- 
iuted  by  etily  retlicments  resulting  from  a  plant  shut* 
down  would  exceed  $418  milhon.The  cost  of  sever* 
ancc  pay  and  health  caie  continuation  payments  for 
•bout  4,000  other  terminated  employees  not  qualify* 
Ingfor  caily  retirement  (or  qualifying  with  only  a  re« 
duced  pension)  would  casOy  bring  the  total  shutdown 
costs  to  $450  million  as  of  December31, 1982.  Spread 
over  a  base  of 8,000  employees,  the  cost  would  amoimt 
to  apprcuimately  3 SdCGO  per  employee. 

Wfdlc  collective  bargaining  gains  were 
improving  the  lot  of  the  work  force,  they  were  devis> 
uting  the  value  oi  National  Steele  investment  in 
Weirton.  Exhibn  V/  shows  the  impact.  Because  the 
book  value  of  National  Steele  net  investment  was 
$448  million  (sec  line  8  of  this  exlubitL  unless  Na* 
tional  Steel  could  liquidate  t])e  asseu  of  Weirton  at 
•li{;hUy  more  than  book  value  (a  hopelessly  optimistic 
assumption),  National  Steel  would  be  ahead  of  the 
game  if  it  could  give  away  its  investment  rather  thar 
liquidate  the  assets.  Indeed,  imder  the  "most  likely" 
liquidation  value  assumptions  as  presented -albeit  in 
«  highly  simplified  way- in  Exhibit  Vt,  National  Steel 
should  have  been  indifferent  to  the  two  choices: 
(]}  paying  a  responsible  buyer  $295  million  in  cash  to 
take  on  the  net  asset  sand  ongoing  bu^in':»$  r^ponsl* 
bihties  of  Weirton  or  (2)  liquidating  the  facility. 

Management  waf  caught  in  a  web  of 
contingent  lubilities  of  starring  proportion. Of 
course,  collective  bargaining  has  vastly  iioproved  the 
economic  lot  of  We^ton^  work  force.  But  comprnuon 
has  caused  that  success  to  reduce  profiubility  and  to 
frighten  of/ the  providen  of  capital.  With  no  profits  and 
oo  access  to  new  capital,  a  business  obviously  cannot 
continue.  Because  m^nagument  has  guaranteed -and 
escalated  -  exit  paymenu  (early  retirement,  plant  shut- 
down supplements,  and  retiree  health  care  benefits), 
Nation  j|  must  pay  the  Weirton  work  force  far  more 
than  the  value  it  could  obum  from  sellmg  the  Wemon 
net  assets  tn  order  to  be  able  to  get  out  of  the  business. 

One  reason  that  companies  aren't 
forced  to  recognize  the  potential  economic  conse- 
quences of  theu  collective  bargaining  actions  is  that 
the  contingent  obligations  associated  with  these  agree* 
mcnts  don't  have  to  be  disclosed. The  magnitude  of  the 
exit  barrier  at  Weirton  was  not  evident  from  any  finan* 
cial  sutemcnt.  Yet  once  the  exit  barriers  described  in 
ExJiihit  ill  had  finally  locked  in  place,  the  escalating 
wage  trap  of  Exhibit  /Vand  Exhibit  Vwas  ready  to  be 
spnin^.  Weirton  Steel  was  no  longer  owned  by 
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National  Steele  shareholders  but  by  the  Weirton  work 
force  long  before  the  formal  purchase  negotiationi 
took  place.  The  ownership  was  dc  facto.The  fonnal 
purchase  negotiations  simply  made  the  workforce's 
ownership  de  jure. 

CouM*^etioc*^5tcrlvm— — 
have  made  Wc*'*^»  a  viable  busine;.s  as  of  1982?  Lf  the 
ccxpcnsation  of  the  WcirtCl'J  \;ork  force  were  redcccd 
by  32%,  Wemon*^  employees  vrould  sull  e;i|oy  a  tot::! 
compensation  leve!  31%  higher  rlian  the  average  level 
of  workers  in  all  U.S.  manufacturing.  At  this  rate  Wcir* 
ton^  workers  would  presimiably  stUl  be  receiving  at 
least  a  free  market  rate  of  compensation  based  on 
histon  cal  wage  relationships  between  steel  and  all 
manufacturing. 

Line  1 4  of  Exhibit  I  suggests  how 
Weirton^  I  L>5ttjbility  might  have  changed  between 
1984  and  1989  if  the  umon  employees  had  acccpred  the 
32%  decrease. The>e  profiubiUty  leveK  would  allow 
Weirton  two  advantages: 

Access  to  the  capital  markets  to  fund 
both  the  acquisition  of  Weirton^  net  as- 
sets and  the  capital  expenditures  re- 
qtured  for  modernization. 

Recovery  in  later  years  of  much  of  the 
value  of  the  32%  compensation  reduc- 
tion via  profit  sharing  and/or  equity 
participation. 
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While  the  Exhibit  1  numbers  surest 
,  thit  Weinon  could  still  be  j  vUble  business  beyond 
1982  with  substantial  compcnution  reductions,  Na- 
tional had  no  Icvera^  available  to  gain   ese  conci- 
sions. Exceptionally  high  exit  baniers  made  the  cost  of 
a  closedown  too  high  to  pursue. The  Weirton  employ- 
ees would  only  accept  the  reduction  in  return  for  their 
acquisition  of  the  company^  net  assets  by  way  d  an 
employee  stock  owbershin^Un,  which  was  to  atart  in 
January  1984. 

A  total  of  6,203  ou:  of  6,977  union  em- 
ployees voted  in  fivor  of  the  pay  reduction  needed  to 
complete  the  acquisition  transaction.  For  Weirton^  net 
a^scu  the  cmpj'jyccs  paid  $75  million  in  cash  (sup- 
plied  by  leuden}  and  $219  million  in  bargain-interest- 
rate,  long-term  subordmatcd  notes  (supphed  by  the 
seller),  which  National  valued  at  $75  million.  At  fhe 
same  time.  National  agreed  to  absorb  $204  million  of 
employmenfrclated  costs  associated  with  the  sale- 
esscntially  giving  the  work  force  the  assets  for  nothing. 
National  Steel  got  quite  a  bargain  nonetheless  since 
the  company  oaight  have  been  willing  to  pay  the  work 
f oice  a  far  greater  sum  to  accept  the  net  assets. 

In  the  first  year  of  operations  (1984) 
Weirton  earned  $60  million,  a  figure  exceeding  the 
forecasts. 


A  wolf  in  Steer's 
clothing? 

i\m  J  making  too  much  of  this  incident? 
Didn't  the  steel  industry  suffer  from  a  foreign  competi- 
tor subsidized  by  its  govemmentr  What  has  happened 
in  the  steel  industry  is  cot  an  isolated  incident.  While 
Weirton  provides  one  of  the  more  extreme  examples 
(siocc  the  work  force  wound  up  with  ownership  of  the 
business  essentially  for  nothing),  similar  dramas  are 
being  played  out-anu  will  be  played  dut**aao$s  many 
industries.  But  in  other  mature  industnes,  where  man- 
agers have  retained  some  bargaining  options,  the  end 
point  need  not  be  the  same. 

The  meat-packing  industry,  for  exam* 
J.)-, had  an  indusuywide  wage  agreement  like  that  in 
>c^ci,  but  management  left  an  exit  door  open. 

Just  as  the  s  teelworkert  Sargained  under 
a  master  agreement,  so  a  similar  arrangement  between 
the  United  Food  and  Commercial  Workers  Interna* 
tional  Union  and  the  principal  companies  governed 
mcat-packingj  it  included  fringes  and  an  adjustment 
for  increases  in  the  cost*of*h  ving  index.  Fbr  many 
years,  wage  levels  for  meat-packers  remained  at  about 
the  same  percentage  (between  14%  and  15%  above  the 
average)  of  all  manufacturing.  The  fringe  benefits 


negotiated-particularly  the  termination  benefits  paid 
to  workers  in  case  of  plant  closings- were  not  as  high 
^  those  in  the  steel  industr)*,  however. The  master 
apecment  provided  for  six  months'  advance  notice, 
eight  weeks'severance  pay,  *nd  early  retirement  for 
employees  overage  55  with  ten  years  of  service.  Tbtal 
added  cost:  about  $15,000  per  employee  -substantially 
below  the  $56,000  per  employee  «^r<?prO)ccted  at 
Weirton. 


Like  a  steer  in  the  night 

Enter  IBI>  formerly  Iowa  Beef  Proces- 
sors, whose  management  understood  that  the  econom. 
ics  of  the  industry  alloyred  room  for  a  competitor  to 
<^t  costs,  reduce  prices,  and  earn  a  higher  return  than 
the  industry  average.  It  introducfd  new  technologies, 
located  plants  near  midwestem  cattle  suppliers,  and 
achieved  high  levels  of  profiubility  by  paying  lower 
wages  than  those  specified  m  the  master  Jgreemcnt. 
IBPIs  low  cost  structure  and  fast  growth  rate  forced  the 
meat-packing  industry  to  restructure. 

Meat-packing  executives  were  caught, 
as  were  those  in  steel,  but  not  to  the  same  extent.  Urge 
conglomerates  like  LTV  Corporation,  Greyhound,  and 
Esmark  had  acquired  the  major  old-line  meat-packing 
companies  in  l967-l970.Becausc  the  meat-packmg 
divisions  were  only  small  pieces  of  these  larger  corpo- 
rations,  their  problems  did  net  threaten  the  viability 
of  the  parent  companies  (as  tliey  did  in  steel).  Parent 
company  executives  had  the  :eeway  to  uke  more  dras* 
tic  measures  than  those  available  to  the  National  Steel 
managers. 

The  resulting  iransactions  were  com- 
plex. Because  it  could  fmd  ,iO  buyer  for  Swift,  Esmark, 
for  example,  Uansftrred  al3  Swift  assets  not  ^elated  to' 
the  fresh  meat  business  to  other  parts  of  Esmark.  Then 
it  sold  its  Swift  stock  to  a  new  company.  Swift  indepen- 
dent Corporation  (SIPCO),  in  a  two-step  transaction  for 
cash  and  8ecurities.Thc  bulk  of  SS'CO's  stock  was 
sold  to  the  public  through  an  initial  offeringi  Esmark 
retained  35%  of  the  common  stock,  and  10%  wai  re- 
served for  employee  ownership. 

But  before  the  public  would  buy  SIPCO, 
Esmark  had  to  make  provisions  for  unreserved  and  un« 
hmded  liabilities.  First,  it  contributed  $16.7  million  to 
ruUy  fund  the  pension  plan  for  the  active  employees 
and  paid  an  additional  $6.2  million  to  a  newly  esub- 
lished  trust  to  fund  in  advance  the  cost  of  health  care 
insurance  for  SlPCOIs  active  employees  once  they 
reached  retirement.  (In  the  past  Esmark,  like  other  em. 
ployers,  had  met  reiirte  health  care  obligations  on  a 
pa;-as-yo'Vgo  basis.)  Second,  Esmark  paid  $25.8  mil* 
lion  in  employee  termirution  pay  and  related  obliga- 
tions in  order  to  close  three  plants  ultimately  con- 
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veyed  to  SIPCO  so  that  they  could  reopen  wsth  more 
compctiuve  labor  costs.  Third,  Esmaik  assumed  the 
pension  and  health  caie  costs  of  employees  who  retired 
as  a  result  of  the  closing  of  f  aciUties  conveyed  to 
SIPCO. 

Esmark's  management  substantially  re- 
duced the  cost  stmcture  and  created  a  more  efficient 
ope  rat  ion.  Before  the  restructuring,  Esmark  had  to  op- 
erate Its  meat>packingplantsat  an  employment  cost 
disadvantage  of  about  $4  per  hour  m  comparison  with 
the  competition  not  operating  under  the  master  agree- 
ment. 

This  amounted  to  a  cost  disadvanuge 
nearly  S8,000  per  employe e  per  year  ($4 .00  per  hour  x 
2,000  hours  per  year).  By  paying  termination  expense^ 
of  $15,000  per  employee,  Esmaik  could  save  $8,000  per 
employee  per  year.  This  was  an  investment  opportu- 
mty  with  an  extremely  high  return,  and  it  would  put 
the  newly  revamped  SIPCO  m  a  good  competiuve 
position. 


Jumping  the  fence 

Other  meat-packing  executives  were 
not  as  fortuiute  as  those  of  Esmark.  LTV,  Wilson  Foods' 
parent,  did  not  have  the  financial  resources  to  fund  the 
termination  of  Wilson's  work  force  in  order  to  achieve 
lowered  wage  levels.  Wilson  was  thus  forced  into  a  cor- 
ner. LTV  spun  off  Wilson  Foods  as  an  independent 
company  in  July  1981. The  new  company  did  well  at 
fust  because  the  Umted  Food  and  Commercial  Work- 
ers International  Union  agreed  to  a  44-month  wage 
freeze  and  suspended  cost-of-living  adjustments.  When 
the  same  union  signed  agreements  with  other  co.npa- 
nies  permitting  even  greater  wage  reductions  and  oth ' 
concessions,  Wilson  could  not  compete  and  saw  its 
prohts  turn  to  losses. 

The  culprit?  IBP,  which  had  entered  the 
pork  business  and  forced  more  than  100  pork-process- 
ingplants  in  the  Midwest  to  close  between  1980  and 
1983.  Many  of  these  plants  reopened  with  lower  wages 
and  benefits  and  left  Wilson  paying  a  wage  package 
almost  40%  higher  than  theirs.  By  early  1983,  the  mar- 
gms  between  the  price  received  for  fresh  pork  and  the 
cost  to  bur  and  butcher  hogs  fell  to  a  his  tone  low  for 
the  whole  mdustry.  Wilson  vainly  tried  to  renegotiate 
the  wage  contract,  ran  up  against  its  loan  coven'.nts, 
and  faced  insolvency. 

What  could  Wilson's  mjmagcment,run- 
ning  out  of  time  and  money, do?  Wilson  could  wait  un- 
til the  current  labor  agreement  ran  out  to  renegotiate 
the  rate  (at  a  pretax  cost  disadvanuge  of  $  145  million, 
if  It  could  survive  for  29  months].  It  could  close  the 
plants  and  tenninate  tue  work  force  (at  a  cost  of  $100 
million,  or  6,500  union  workers  at  $  15,000  in  termina- 
tion costs).  Or  it  could  file  for  bankmptcy,  pay  no  termi- 
nation expenses,  and  achieve  cost  advantages  almost 
at  once  (unul  the  work  force  struck  back). 

In  Apnl  1983,  Wilson  hied  a  volunury 
bankruptcy  peuiion  and  applied  to  have  its  collective 
bargaining  agreements  rejected.  Wilson's  reopened 
plants  paid  $9.90  an  hour  in  wages  and  benehts,  37% 
below  (;he  rate  of  $15.66,  and  saved  an  estimated 
$5  million  a  month. 

In  the  end,  however,  Wilson  agreed  to 
increase  its  toul  wage  and  benehts  package  to  $  11  an 
hour  because  of  wildcat  strikes.  Wilson's  bankruptcy 
C06t  the  company  about  $20  million  in  the  form  of  a 
stnke  and  business  distuptions  and  yet  allowed  ii  to  re- 
alize savmgs  of  approxunrtely  $40  million  to  $50  mil- 
lion a  year 

IBP  achieved  the  same  ohjectivc  as 
many  foreign  competitors  m  other  industries  but  wu^- 
out  the  advantages  usuallv  attributed  to  foreign  com- 
petitors. No  government  hmded  its  research  effort  or 
provided  subsidies  to  allow  it  to  undercut  U.S.pnces. 
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IBP's  nunagcment  undcrstocxl  the  economics  of  its  in' 
dustiy,  looked  at  the  cosu  of  doin^  business,  tnd  re- 
structured them.  From  1980  through  1984,  wage  levels 
in  meat-pjcking  fell  from  1.17  times  that  of  all  mt£^l• 
factuhngto  about  .89  times -a  fall  of  24%  that  pnAu- 
•  bly  placed  wage  leveb  at  dose  to  free  market  rates  (sec 
Exhibit  VII]. 

How  did  the  restructuring  of  the  meat- 
packing industiy  differ  from  the  restructuring  of  the 
stt-sl  industry  as  represented  by  Weirton^ 

Pint,  the  return  on  an  investment  in 
termination  expenses  in  steel  is  far  lower  than  it  is  in 
meat-packing.  A  $15,000  investment  saves  $8,000  per 
employee  in  meat-packing.  A  $S6,000  invcf.tmcnt 
would  save  only  about  $14,000  in  lowcTaunual  costs 
per  employee  at  Weinon. 

Second,  the  absolute  size  of  the  exit  bar- 
rier is  enormously  hi^er  in  steel.  Closing  a  plant  such 
as  Weirton  with  8«00D  employees  would  cost  almost 
$500  milhon.  Closing  a  large  meat-packing  plant  with 
2,000  employees  would  cost  only  $30  million. 

Finally,  steel  manufacturers  are  less 
well  diversified  than  the  companies  owning  large 
meat-packing  subsidiaries.  The  closure  of  all  or  a  sig- 
niiicani  portion  of  the  entire  business  was  less  credible 
as  a  negotiating  threat  in  steel  than  it  was  in  meat- 
packing. Tlie  tax  benefits  associated  with  losses  in- 
cuned  in  closure  would  also  take  longer  to  realize  in  a 
less  diversified  company 

In  short,  the  owners  of  meat-packing 
companies  were  in  a  better  position  to  retain  some 
value  from  theix  investments  than  were  the  owners  of 
steel  plants.  Once  wage  levels  had  become  a  competi* 
tive  disadvantage,  the  size  of  tlie  exit  barrier  in  the 
form  of  negotiated  contractual  termination  obligationf 
to  the  work  force  made  the  difference. 


Hardly  a  fairy  tale 


In  the  competitive  struggle  between 
railroads  and  tlte  deregulated  trucking  indusuy,  the 
railroads  are  f i^^iting  a  battle  similar  to  the  steel 
companies'.  Since  1970,  when  the  federal  government 
steppe*!  in  to  save  Comail,  railroad  wage  levels  have 
£70 wn  from  around  1.16  times  the  average  paid  in 
manufacturing  to  1.45  times.  In  contrast,  the  fragment- 
ed trucking  industryls  average  wages  have  risen  and 
then  settled  back  near  the  1970  ratios  (see  Exhibit  V//). 
Thickers  have  u  ed  this  labor  cost  advantage  to  take 
market  share  gradually  away  ^om  the  railroads.  While 
railroads  vnll  always  haul  heavy  low*value  commodi- 
ties, thei/high  labor  rates  are  giving  the  truckers  an 
ever*incre/>sing  share  of  shipments. 


Rail  management  and  labor  face  the 
dear  choices  already  made  m  steel  and  meat-packjng. 
They  can  reach  agreement  on  shrinking  the  pay  gap  be- 
tween trucking  and  railroads  (see  Exhibit  W/);  or  if  this 
cannot  be  accomplished,  they  cvi  continue  to  invest  in 
productivity  improvements  but  sec  the  bcnchts  of 
these  improvements  go  to  expanding  the  pay  gap  for  a 
rapidly  shrinking  work  force.  Or  they  can  make  a  stra- 
tegic decision  to  withdraw  from  the  core  business,  as 
National  Intergroup  (formerly  National  Steel}  did,  and 
direct  future  capital  investment  into  ot?wr  businesses. 

TWo  messages  for  maiuging  mature 
businesses  clearly  emerge  from  the  examples  of  steel, 
meat-packing,  trucking,  and  railroads. 


Gu<;rd  the  exit 

First,  make  certain  you  have  a  way  to 
get  out  of  the  business.  Once  you've  lost  the  exit,  you 
will  lose  the  business  to  escalating  wage  costs.  Your 
potential  cost  exposure  in  a  shutdown  should  be  moni- 
tored as  carefully  as  yo'ir  overall  operating  cost  struc- 
ture. During  bargaming  negotiation,  always  project  the 
effects  of  all  non- wage- contingent  obligations  on  your 
exit  cost.  You  may  never  have  to  pay  them,  but  your 
successor  will  if  you  fail  to  take  them  into  account. 


Diversify 

Second,  consider  new  business  activi- 
ties. Diversification  provides  two  critical  benefits.  If 
you  do  have  to  shut  down  a  plant  or  a  whole  line  of 
business,  any  tax  benefits  resulting  from  the  write-off 
will  be  less  valuable  if  you  have  no  significant  source 
of  taxable  income  to  offset.  And  what  is  equally  signifi- 
cant, the  existence  of  a  diversified  source  of  profit  may 
strengthen  your  bargaining  position  in  wage  negotia* 
lions.  For  «  diversified  company,  the  dosure  of  a  plant 
w  a  business  can  be  a  credible  threat  even  if  such  an  ac- 
tion on  a  stand-alone  basis  mi^t  not  be  ccononiically 
rational.  U.S.  Steele  acquisition  of  Marathon  gave  that 
company  added  suength  along  these  two  dimensions. 

Managements  that  are  \  ulrxratie  and 
that  cannot  do  ho^h  of  the  foregoing  should  be  ready  to 
hand  over  the  keys  to  a  wdl-informtd  and  ably  repre- 
sented work  force.  Owners  of  su;h  businesses  sliould 
coun*  their  blessings  if  they  don't  have  to  pay  to  get 
out  the  door  one:  Uiey'vt  handed  over  the  keys.  6 
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Senator  Simon.  While  he  was  not  listed  as  a  witness  originally,  Mr. 
Irving,  representing  the  National  Association  of  Manufacturers,  has 
requested  to  testify,  and  we  will  be  pleased  to  have  you  testify,  Mr. 
Irving. 

Mr.  Irving.  Thank  you.  Senator,  and  I  will  try  to  abide  by  your 
time  targets  as  well. 

I  am  really  a  return  witness,  a  holdover  if  you  will,  from  the  last 
hearing.  There  was  not  enough  time  to  get  on  in  the  earlier  meet- 
ing. 

The  NAM  is  deeply  concerned  about  the  notice  and  consultation 
provisions  of  Title  n  of  this  bill,  538,  and  wo  would  like  to  focus  our 
testimony  on  that,  one,  because  it  is  our  primary  objection,  and 
two,  because  this  is  our  first  and  only  opportunity  to  testify,  and 
we  want  to  focus  our  comments  on  the  matters  that  give  us  the 
most  problem. 

The  nam's  policy  is  to  encourage  voluntary  advance  notice,  but 
the  NAM  opposes  mandatory  notice  provisions.  Flexibility  is 
needed  for  American  manufacturers  to  compete,  and  the  notice  and 
consultation  ^  requirements  of  Title  II  of  538  in  NAM's  view  are 
anticompetitive  and  counterproductive. 

We  say  that  because  the  fundamental  defect  of  Title  II  is  that  it 
is  geared  to  preventing  layoffs  and  closings.  I  should  say  "obstruct- 
ing^' layoffs  and  closings.  It  is  geared  in  effect  to  changing  employ- 
ers' minds  and  creating  risks  and  penalties  in  the  event  employers 
fail  to  change  their  minds. 

We  have  prepared  an  analysis  of  538,  and  Senator,  we  would  like 
to  request  that  the  information,  the  analysis  and  the  correspond- 
ence accompanying  my  statement  be  included  in  the  record  as  well. 

Senator  Simon.  It  will  be  included  in  the  record. 

Mr.  Irving.  Thank  you. 

In  the  interest  of  time,  I  will  just  summarize  some  of  the  main 
problems  that  the  NAM  sees  with  respect  to  Title  II.  Birst  of  all, 
the  consultation  provisions  we  view  as  a  trap  for  employers.  Why? 
Because  those  consultation  provisions  require,  quote,  "good  faith 
consultation  for  the  purpose  of  agreeing  to  alternatives  that  others 
suggest"  and  which  in  most  cases,  the  employer  has  already  reject- 
ed. 

Consultations  are  not  just  with  unions,  but  with  other  employee 
representatives  as  well  and  with  local  governments  so  we  could  po- 
tentially have  several  different  good  faith  consultations  going  on  at 
once.  The  good  faith  consultation  is  required  throughout  the  notice 
period,  that  i??,  right  up  until  the  last  day,  and  any  failure  to  do  so 
leads  to  fines,  back  pay  liabilities,  class  actions,  lawsuits,  attorneys' 
fees  and  costs. 

The  ^.uty  to  supply  information  is  a  separate  requirement  under 
Title  II,  and  it  too  we  view  as  a  trap  for  employers.  Any  relevant 
information  is  required  to  be  supplied  about  an>  alternative,  not 
just  the  one  the  employer  is  considering,  but  any  alternative 
thi'oughout  the  notice  period  that  a^iy  representative  of  employees 
or  local  governments  might  propose. 

The  failure  to  supply  relevant  information  means  noncompliance 
with,  again,  lawsuits,  penalties,  liabilities  for  back  pay,  and  so 
forth. 
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The  notice  penods  we  view  as  unrealistic.  Indeed,  they  are  even 
more  than  the  four-month  notice  requirements  under  Canadian 
law  which  IS  so  often  cited  by  the  proponents  of  this  bill.  They  faU 
to  take  into  account  all  of  the  circumstances.  The  provisions  for 
shortenmg  the  notice  period  is  worded  in  such  a  way  as  to  make  it 
difficult  or  often  impossible  to  invoke.  It  is  invoked  properly  onlv  if 
unforeseeable  busmess  circumstances  prevent  the  employer  fi  n 
waiting  the  full  notice  period.  So  it  has  to  be  unforeseeable,  ana  if 
It  IS  not.  It  does  not  come  within  this  time-shortening  provision, 
and  the  circumstances  have  to  actually  prevent  the  employer  from 
WMtmg  the  full  period,  and  in  combination,  that  provision  will 
either  not  be  used  because  it  is  vague  or  will  result  in  a  burden  on 
thecourts  and  employers  while  issues  are  being  litigated 

The  employee  representative  selection  procedures  are  vague  and 
confused.  State  and  local  jurisdictions  are  indeed  authorized  and 
even  encouraged  to  enact  their  own  plant  closing  and  layoff  laws 
These  can  be  stncter,  apparently,  than  the  Federal  requirements. 

m  the  time  left,  I  would  just  like  to  mention  that  some  confusion 
seems  to  have  arisen  about  whether  the  bill  provides  for  injunc- 
tions There  IS  nothmg  in  538  or  Title  H  that  refers  to  injunctions. 
On  the  other  hand,  there  is  nothing  in  538  or  Title  II  that  prohibits 
iiyunctions,  and  the  ie  motive  power  of  courts  is  found  in  courts' 
mherent  equity  powers.  There  is  nothing  to  prohibit  it.  I  would 
refer  the  Senator  to  Rule  5  of  the  Federal  Rules  of  Qvil  Procedure 
and  Sections  29.41  and  29.46.  And  I  would  also  add  that  by  encour- 
aging States  and  localities  to  formulate  their  own  plant  closing 
laws,  injunctive  provisions  could  be  included  in  those. 
We  thank  you  very  much  for  the  opportunity  to  testify. 
11  he  prepared  statement  of  Mr.  Irving,  with  attachments,  fol- 
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INTRODUCnON 

Mr.  Chairman  and  members  of  the  Subcommittees,  I  am  John  S.  Irving.  Jr..  a  partner  in 
the  law  firm  of  Kiv-kland  &  Ellis.  I  am  appearing  here  today  on  behalf  of  the  Nadonal 
Assodation  of  Manufacturers  in  my  capacity  as  co-chairnan  of  its  Labor  Law  Subcommittee. 

The  National  Assodaion  cf  Manufacturers  is  an  organization  of  over  13,500  corpora- 
tions of  every  size  and  industrial  classification  located  in  every  state.  Members  range  in 
size  from  the  very  large,  to  over  9,000  smaller  manufacturing  firms,  each  wth  an  employee 
base  of  less  than  500.  NAM  member  companies  employ  85%  of  all  workers  in  manufacturing  and 
produce  over  80%  of  the  nau'on's  manufactured  goods.  NAM  is  affiliated  with  an  additional 
158,000  businesses  through  its  Associations  Cduncil  and  National  Industrial  Council. 

SUMMARY 

We  appreciate  this  opportunity  to  participate  in  the  Subcommittees*  deliberations  on 
the  Economic  Dislocation  Worker  Adjustment  Act  of  1987.  S.  538.  My  oral  statement  is 
directed  to  the  notice  and  consultation  provisions  contained  in  Title  11  of  the  bill,  for 
the  NAM  is  deeply  concerned  about  the  harmful  impact  those  provisions  would  have  upon 
American  business  and  its  members  in  particular.  We  have,  however,  included  in  the  written 
testimony  a  section  addressing  Titles  I  and  III  of  S.  538  which  NAM  does  support  in  large 
part. 

This  is  not  the  first  time  that  NAM  has  presented  testimcr.y  in  connection  wth  fed- 
eral plant  closing  legislation.  For  example.  NAM  testified  before  the  HoMse  Subcommittee 
on  Labor-Management  Relations  in  May  of  1983  and  1985.  Our  membership  continues  to  be 
concerned  about  the  problems  of  the  dislocated  worker  and  how  best  their  needs  can  be  met. 
They  remain,  however,  opposed  to  mandatory  advance  notification  and  consultation  require- 
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ments  because  of  their  detrimental  impact  on  corporate  decision-making,  the  creation  of  new 
job  opportunities,  and  the  ability  of  American  business  to  compete  in  a  fiercely  competi- 
tive world  market. 

NAM'S  Board  of  Directors  has  adopted  the  following  plant  closing  policy; 

••The  National  Association  of  Manufacturers  considers  that  early  notice  of 
plant  closings  is  beneficial  in  assisting  the  dislocated  worker  find  new  employ- 
ment. NAM  further  finds  that  it  is  advisable  for  corporations  to  act  responsibly 
in  plant  closings  by  providing  as  much  notice  as  possible.  In  many  cases,  corpo- 
rate policy  and/or  labor  agreements  set  forth  specific  detp^is  including  the 
length  of  time  advance  r  .ice  is  to  be  given. 

"However,  as  each  plant  closing  situation  is  unique.  NAM  does  not  see  the 
wisdom  in  adopting  federal  legislative  solutions  which  are  punitive  in  nature  and 
only  serve  to  reduce  employers',  especially  manufacturers',  ability  to  compete  in 
the  world  market.  Acceptable  public  policy  for  the  business  community  should 
focus  on  incentives  to  encourage  early  notice  of  workforce  reductions  rather  than 


In  accordance  with  this  policy.  NAM  vigorously  opposes  Title  II  of  S.  538  which,  with- 
out disguise,  would  undermine  the  economic  vitality  of  corporations  by  mandating  unrealis- 
tic restrictions  not  only  on  closings  but  also  layoffs  and  by  mandating  massive  disclosure 
of  confidential  information  about  the  enterprise.  We  have  deiailed  the  full  range  of 
problems  with  Title  II  in  this  testimony  and  included  a  thorough  analysis  of  its  provisions 
as  an  addendum.  While  proponents  may  be  unwilling  to  acknowledge  this  fact,  workforce 
reductions  and  plants  closures  oau'  for  a  variety  of  reasons,  ranging  from  changing  con- 
sumer preference  to  down-lums  in  the  business  cycle  which  are  not  always  predictable  and 
clearly  not  receptive  to  broad  legislative  restrictions. 

We  believe  the  ultimate  objective  of  "Title  II  -  Advance  Notification  and  ConsuUa- 


sanctions." 
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tion"  is  to  discourage  and/or  prevent  plant  closings  and  layoffs  rather  than  to  simply 
provide  notice  to  affected  employees.  It  is  punitive  in  nature  and  places  significant 
burdens  solely  on  employers,  while  doing  little  to  help  displaced  workers  find  jobs.  We 
are  concerned  that  the  divisive  anc*  unconstructive  labor-management  confrontations  that 
have  occurred  in  the  past,  most  recently  In  the  99lh  Congress  with  H.R.  1616,  the  Labor- 
Management  Notification  and  Consultation  Act  of  1965,  have  returned  for  another  round. 

The  real  losers  are  American  workers  who  will  benefit  neither  from  these  confronta- 
tions nor  from  the  proposed  notice  and  consultation  provisions  to  which  NAM  objects.  What 
workers  need  are  constructive  retraining  assistance  programs  to  lessen  the  impact  of  clos- 
ings and  layoffs,  not  guarantees  against  necessary  structural  changes  in  the  national 
economy  and  the  businesses  in  which  they  are  employed.  Whether  or  not  we  like  the  fact 
that  change  is  occuring  is  irrelevant.  It  is.  Consequently,  we  should  be  devoting  our 
attention  to  how  best  we  prepare  workers-not  only  those  on  the  shop  floors  but  at  all 
levels-to  meet  the  challenges  of  the  changes  that  will  occur  rather  than  expending  energy 
and  emotion  on  issues  for  which  consensus  has  not  and  will  not  be  achieved. 

the  entire  thrust  of  the  "notice  and  consultation"  provisions  of  S.  538  is  to  discour- 
age  and  prevent  fiindamental  changes  in  operations  which  might  ultimately  res  ilt  in  layoffs 
or  closings.  They  mandate  requirements  and  penalties  so  stringent  that  employers  will 
change  their  minds  about  the  decision,  or  will  not  consider  making  those  changes  in  the 
first  place.  Attempting  to  prevent  layoffs  and  closings  is  as  unrealistic  and  counter- 
productive in  today's  changing  economy  as  it  was  in  the  past.  The  burdensome  and  costly 
constraints  that  would  be  riaced  on  American  entrepreneurship  by  enactment  of  Title  11  of 
S.  538  would  serve  to  niduce  businesses'  ability  to  compete  and  create  new  employment 
opportunities.  In  the  end.  It  is  American  workers  and  the  public  who  would  suffer. 
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This  is  especially  true  for  small  firms  which  create  most  of  the  new  jobs  today. 
Instead  of.  as  you  said,  Mr.  Chairman,  In  your  February  18,  1987  press  release,  that  S.  538 
is  directed  to  "giving  the  competitive  edge  back  to  America",  we  believe  Title  11  will  not 
contribute  in  any  way  to  enhanced  U.S.  competitiveness.  It  will,  in  fact,  lessen  our 
ability  to  compete  in  world  markets  and  stifle  our  nation's  job-creating  abilities,  both  f 
which  would  work  to  the  advantage  of  our  foreign  competitors.  If  Title  H  is  enacted,  our 
competitors  will  be  the  winners.  The  losers  will  be  American  workers,  consumers,  stock- 
holders and  other  business  owners,  the  public,  and,  I  would  note  parenthetically,  the 
Nation's  least  favorite  public  institution,  the  Internal  Revenue  Service. 

L.\BOR-MANAGEMENT  CONFRONTATION  -  19?5 

Equally  ill-conceived  plant  closing  legislation  failed  to  win  approval  in  the  99th 
Congress  after  a  thirteen  year  effort  to  bring  such  legislation  to  a  vote.  But  the  House 
of  Representatives »  in  its  wisdom,  did  not  approve  H.R.  1616  and  was  totally  divided  on  the 
issue  of  how  best  to  assist  the  dislocated  worker.  It  is  unfortunate  that  today's  debate 
continues  to  focus  on  punitive  sanctions  against  employers  rather  than  on  meaningful  assis- 
tance for  the  affected  workers. 

TASK  FORCE  ON  ECONOMIC  ADJUSTMENT  AND  WORKER  DISLOCATION 

Rather  than  acting  in  an  uninformed  manner.  Congress  and  Secretary  of  Labor  William 
Brock  decided  that  worker  (!•  location  issues  needed  closer  study.  Much  to  his  credit  and 
that  of  Representatives  Jim  Jeffords.  Marge  Roukema  and  Steve  Gunderson.  Secretary  Brock 
established  the  Task  Force  on  Economic  Adjustment  and  Worker  Dislocation.  The  Task  Force 
brought  representatives  from  business,  labor  organizations,  academia  and  state  and  local 
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governments  together  in  a  pioneer  project  to  exchange  ideas  and  discuss,  in  detail,  issues 
confronting  all  such  groups  as  they  deal  with  the  consequences  of  economic  readjustment. 
The  Task  Force  issued  its  findings  in  a  January  1987  report  entitled  Economiav\dhistment 
and  Worker  Dislocation  in  a  Competitive  Sodetv  (Report).  The  Report  is  a  product  of  a 
year-long  study  and  represents  a  consensus  whereby  all  participants  except  one  were  in 
general  agreement  on  the  major  thrust  of  its  contents. 

Summarizing  briefly,  the  Report  recommended  that  existing  assistance  programs  under 
the  Job  Training  Partnership  Act  and  the  Trade  Adjustment  Assistance  Act  be  blended  into  a 
more  efficient  system  under  the  Department  of  Ubor's  guidance  but  administered  by  the 
states.  Most  notably,  the  Report  did  not  recommend  mandatory  advance  notice  and  consul- 
tation, recognizing  that  advance  notice  "is  not  possible  in  all  situations".  It  did  con- 
clude that  in  the  face  of  strong  domestic  and  international  competition,  voluntary  business 
participation  in  worker  dislocation  programs  should  be  encouraged. 

The  NAM  commends  this  positive  approach  to  streamlining  existing  programs  and  will 
work  with  Secretary  Brock  and  the  Congress  to  advance  constructive  legislative  approaches. 
While  we  do  not  support  Title  II,  other  sections  of  S,  538  do  contain  valuable  adjustment 
assistance  programs  which  should  be  considered.  And  we  support  the  similar  concepts  that  ' 
are  contained  in  •'Subtitle  C  -  Worker  Readjustment  Act"  of  the  Administration's  bill,  S. 
539. 

PROVISIONS  OF  S.538,  TTTLES  I  AND  Ifl 

Change  is  an  inevitable  and  integral  part  of  the  nation's  efforts  to  promote  and 
maintain  strong,  self-sustaining,  non-inflationary  growth.  In  the  past,  that  change  was 
slower,  and  in  some  ways,  more  manageable.  Today,  however,  intense  world  competition  and 
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rapid  technological  advancements  create  a  scope  and  velocity  of  change  that  is  unprece- 
dented in  our  hrstory. 

It  is  time  to  squarely  face  the  competitive  challenges  in  the  decades  ahead  and  to 
firmly  grasp  the  opportunities  available  for  economic  growth,  an  increaser*  standard  of 
living,  and  enhanced  quality  of  life. 

A  commitment,  a  true  national  commitment  to  competitiveness,  is  essential  to  our 
ability  to  profit  from  change.  The  NAM  fully  understands  that  the  elements  of  that 
commitment  arc  going  to  be  debated  -  that  methods  may  vary  and  that  ideologies  will  clash. 
In  one  area,  however,  there  appears  to  be  universal  agreement  -  that  true  competitiveness 
requires  a  commitment  to  human  resources. 

Recently,  the  NAM  Board  of  Directors  adopted  policy.  "A  Competitive  Workforce  in  a 
Global  Economy."  that  outlines  that  commitment  to  creating  and  maintaining  an  educated  and 
skilled  workforce  capable  of  meeting  today *s  and  tomorrow's  challenges. 

A  critically  important  element  is  the  development  of  approaches  that  minimize  the 
adverse  impacts  of  change  and  facilitate  adjustment.  It  is  especially  hearkening  to  note 
that,  in  general,  the  proposals  for  worker  readjustment  follow  the  recommendations  reached 
by  the  representatives  of  labor,  business,  academia.  and  govemment  who  labored  for  a  year 
on  the  Brock  Task  Force  to  reach  a  consensus.  We  commend  Senators  Metzenbaum.  Simon  and 
Kennedy  for  recognizing  that  consensus  in  the  bill  before  us  today. 

NAM  believes  that  a  competent,  versatile,  systematic  and  voluntary  approach  to  read- 
justment is. of  great  importance  to  the  couni7  and  has  identified  key  elements  that  we 
believe  would  characterize  the  best  approach,  cost  effectiveness,  broad  coverage,  easy 
access,  simplicity,  limited  red  tape,  individual  choice,  flexibility  and  linkages  with 
existmg  programs.  NAM  also  feels  thai  to  be  more  effective,  public  education  programs  and 
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private  sector  readjustment  efforts  should  be  coordinated. 

Title  I  of  S.  538  meets  many  of  these  criteria  pr.*?  most  importantly,  emphasizes  reem- 
ployment and  moves  beyond  the  immediate  income  replacement  needs  of  dislocated  workers. 
Title  I  provides  for  on-site  availability  of  programs,  versatility  in  use  of  fund:  where 
most  needed  and  flexibility  in  coordinating  public  and  private  sector  efforts  -  all  com- 
ponents that  help  case  the  difficulties  of  adjustment  and  facilitate  rapid  reemployment. 

In  addition,  incentives  to  encourage  employees  to  reenter  the  job  market  arc  provided 
through  continuing  eligibility  for  unemployment  compensation  benefits  for  individuals 
attending  recognized  education  and  training  programs  under  Title  li  and  through  funds 
provided  for  support  services  such  as  child  care,  commuting  assistance  and  financial  and 
personal  counseling.  Valuable  services,  such  as  improved  labor  market  information,  job 
search  assistance,  and  relocation  assistance  are  also  provided  for.  In  addition.  Title  I 
recognizes  the  importance  of  basic  education  and  literacy  instruction  in  preparing  workers 
for  increasingly  demanding  job  skills. 

Title  IIl^s,  provisions  for  demonstration  projects  is  a  practical  way  to  explore  the 
potential  of  innovative  ideas  and  worth  trying. 

NAM  supports  the  efforts  in  Titles  I  and  III  of  S.  538,  but  prefers  the  comprehen- 
siveness of  the  Trade.  Employment  and  Productivity  Act  of  1987  proposed  by  the  adminis- 
tration. Specifically,  we  approve  of  the  Administration's  proposals  to  build  upon  the 
successes  of  private  sector  linkages  through  Private  Industry  Councils,  and  the  coordi- 
nation and  consolidation  of  existing  programs. 

Although  details  and  specific  provisions  may  differ,  one  aspect  rings  clear  throughout 
the  various  proposals  for  worker  readjustment  assistance:  That  our  human  resources  ar« 
critical  to  meeting  our  continuing  competitive  challenges.  NAM  is  encouraged  at  this 
consensus  and  will  work  willingly  to  achieve  the  best  program  possible. 
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PROVIS'IONS  OF  S.  S38>  TITLE  II 

In  the  interest  of  the  Subcommittee's  time,  u'c  will  not  attempt  to  address  all  of  the 
flawed  notice  and  consultation  provisions  of  Title  H.  Instcadi  we  append  to  this  testi- 
mony an  analysis  of  Title  11  whidi  I  prepared  at  NAM'S  request.  That  analysis  clearly 
demonstrates  that  S.  538's  notice  and  consultation  provisions  create  a  web  of  unrealistic, 
hannful.  and  punitive  restrictions,  as  well  as  technical  flaws  which,  together,  make  Title 
H  unwrkable  and  unwise.-  The  NAM  requests  that  the  attached  analysis  and  correspondence 
be  incorporated  into  the  Committee's  record  of  these  proceeding. 

We  have  highlighted  in  the  followng  what  arc  considered  the  most  problematic  of' Title  H's 
provisions.  These  and  others  are  detailed  in  the  addendum. 

0  The  legislation  not  only  pertains  to  closings  but  also  layoffs,  which  occur  on 
a  regular  basis  in  manufacturing  as  part  of  the  normal  business  cycle.  It  not 
only  applies  to  manufacturing  facilities,  but  to  construction  contractors  ard 
subcontractors,  railroads,  airiines.  and  even  govemmcnt  business  cnterpjfists 
such  as  recreation  facilities,  sales  concessions,  and  certain  printing  opera- 
tions. 

0  A  '*plant  closing  or  mass  layoff'  is  defined  as  an  employment  loss  for  50  or 
more  employees  "at  any  site".  This  could  mean  smaller  layoffs  at  the  em- 
ployer's scverai  sites  which  in  the  aggregate  total  50  or  more  jobs  lost. 

0  "Notice"  would  be  required  beyond  the  90  days  contained  in  previous  legis- 
lative proposals  ...  to  up  to  6  months  for  dosings  or  layoffs  affecting  500 
or  more  workers. 
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o  The  notice  period, may  be  reduced  only  if  ••unforseeable  business  circumstances 
prevent"  full  running  of  the  notice  period  before  layoffs  are  implemented. 
The  burden  of  proof,  not  defined  in  the  bill,  will  ensure  that  the  criteria 
will  seldom  be  satisfied. 

o  Consultation  would  be  required  not  only  with  the  employee  representatives  but 
also  with  the  local  government  officials.  And  requirements  for  state  proce- 
dures for  the  selection  of  employee  representatives  are  ambiguous,  confusing, 
and  overiap  other  federal  laws. 

o  A  key  feature  »s  the  employer's  consultation  duty.  In  First  National  Mainte- 
nance Corp.  V.  NLRB.  452  U.S.  666  (1981).  the  Supreme  Court  said  an  employer 
must  bargain  with  the  union  only  over  the  effects  of  a  plant  closing.  S.  538, 
in  effect,  requires  an  employer  to  bargain  over  the  actual  decision  to  close. 
The  bill  also  requires  the  employer  to  consult  *'in  ^ood  faith  for  the  purpose 
of  agreeing* *to  alternatives  to  its  "proposal."  It  will  be  difficult  to 
demonstrate  to  a  court  tiiat  the  employer  consulted  in  "good  faith"  with  this 
intent  unless  the  employer  does,  in  fact,  agree  to  an  alternative.  This 
section  invites  abuses  which  could  frustrate  any  proposal  to  close  or  reduce 
the  workforce  indefinitely  while  courts  decide  ''good  faith"  issues. 

o  Good  faith  consultation  duties  only  apply  to  employers  and  not  to  employee 
reprefentatives  or  govemment.  Therefore,  the  others  can  insist  on  impracti- 
cal alternatives,  without  fear  of  penalty.  Cleariy.  the  burden  rests  with 
employers  and  no  "good  faith"  consultation  on  the  part  of  unions  is  neces- 
sary. 

o  Failure  of  employers  to  meet  the  consultation  requirements  provide  employee 
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and  government  representatives  the  opportunity  to  obtain  court  Injunctions  to 
force  plants  to  continue  operating,  not  withstanding  substantial  losses  in- 
curred by  employers. 

0  Good  faith  consultation  requirements  include  the  undefined  employer  duty  to 
disclose  •*rele\'ant**  information  to  employee  and  government  representatives 
without  effective  confidentiality  safeguards. 

0  Employers  who  do  not  comply  with  all  the  above  will  be  liable  to  each  employee 
for  back  pay.  related  benefits,  fines  to  local  government,  attorneys  fees,  and 
class  actions. 

o  The  rights  and  remedies  under  the  bill  do  not  preempt  state  and  local  plant 
closing  and  layoff  laws,  but  rather  authorize  and  even  encourage  state  and 
local  governments  to  adopt  diffemet.  even  stricter  requirements. 

CONCLUSIONS 

As  each  plant  closing  and  layoff  situation  is  unique,  inflexible  notice  and  consulta- 
tion requirements  cannot  be  met  in  all  cases.  The  Brock  Task  Force  Report  recognized  this 
fact. 

Larger  companies  comply  with  their  labor  agreements  and  provide  periods  of  notice 
which  have  been  collectively  bargained,  frequently  in  excess  of  90  days.  Smaller  firms, 
more  than  their  larger  counterparts,  cannot  predict  their  economic  outlook  months  in  ad- 
vance. Large  and  small  manufacturers'  operations  alike  are  subject  to  shifts  in  cyclical 
and  seasonal  employment  as  part  of  normal  business  cycles.  Manufacturers  only  work,  in 
some  cases,  when  there  are  orders  to  fill.  Others  cannot  predict  whether  or  for  how  long 
thev  will  keep  their  customers  or  suppliers,  or  continue  to  obtain  necessary  finandng. 

Plants  close  and  workers  are  laid  off  for  many  reasons.    They  include  product  and 
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plant  obsolescence,  domestic  and  foreign  competition,  changing  technologies  and  consumer 
preferences,  increased  costs,  sales,  mergers  and  acquisitions,  divestiture,  government 
actions  such  as  deregulation,  poor  business  conditions,  the  loss  of  a  customer  or  supplier, 
loss  of  a  government  contract  and  many  other  reasons. 

Small  manufacturers,  who  are  most  unable  to  observe  a  90  day  notice  requirement,  often 
expend  their  greatest  efforts  merely  trying  to  survive.  Premature  disclosure  of  business 
difficulties  due  to  mandatory  advance  notice  could  frighten  creditors  or  suppliers  and. 
thus,  accelerate  closings  when  :roubled  employers  might  otherwise  have  had  a  chance  to  work 
out  their  problems. 

These  are  only  a  few  of  the  realities  of  the  marketplace  and  the  environment  in  which 
U.S.  manufacturers  and  other  businesses  must  compete.  We  should  not  forget,  however,  that 
the  United  States  is  currently  experiencing  a  prolonged  economic  expansion  and  continues  to 
generate  jobs  at  a  rate  envied  throughout  the  world.  The  U.S.  has  generated  almost  29 
milion  jobs,  a  36%  increase,  since  1970.  There  is  evidence  the  economic  adjustment  problem 
peaked  in  the  1981-83  period,  and  now  the  situation  is  improving.  In  December,  for 
example,  manufacturing  jobs  rose  by  31.000.  the  third  monthly  increase.  In  the  fourth 
quarter  of  1986.  jobs  increased  at  an  annual  rate  of  340.000.  At  the  same  time,  job  losses 
as  a  percent  of  the  workforce  fell  to  3.3  percent,  close  to  nonnal  patterns  over  the  past 
20  years. 

NAM  believes  the  key  to  meeting  the  challenge  of  structural  change  and  worker  dis- 
location lies  not  in  trying  to  salvage  inefficent  operations  and  retain  a  jobs  status  quo. 
but  in  generating  new  job  opportunities.  Now  is  not  the  time  to  stifle  this  economic 
upswing  with  anti  competitive  requirements.  Instead.  let  us  focus  upon  job  creation,  work 
to  improve  our  competitiveness,  and  concentrate  on  retraining  and  skills  development  to 
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prepare  workers  for  change  and  to  get  them  back  to  work. 

As  explained  in  the  foregoing  and  attached  analysis.  NAM  finds  Title  11  to  be  a 
misdirected  remedy  and  one  which  ultimately  will  do  more  harm  than  good.  We  remain  strong- 
ly  opposed  to  the  notice  and  consultation  provisions  of  Title  II  of  S.  538  and  urge  that 
they  be  rejected.  On  the  other  hand,  we  believe  the  positive,  pro-worker  recommendations 
contained  in  Titles  I  and  III  merit  careful  consideration,  and  we  Jiope  the  Subcommittees 
move  forward  with  those  aspects  of  the  bill. 

I  will  be  pleased  to  answer  your  questions. 
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To  CaII  Wmtr  OirtCt 
202  879-  5  0  2  0 


February  25,  1987 


Randolph  M.  Hale 


Vice  President,  Manager 

of  Industrial  Relations  Department 
National  Association  of  Manufacturers 
I33I  Pennsylvania  Ave.,  N.W. 
Suite  1500  -  N.  Office  Lobby 
Washington,  D.C.  20004-1703 

Dear  Randy: 

The  bill  entitled  the  "Economic  Dislocation  and  Worker 
Adjustment  Assistance  Act**  was  introduced  in  the  Senate  by 
Senator  Metzenbaum  and  a  number  of  Democratic  co-sponsors 
on  February  18,  1987.    The  bill,  S.538,  contains  a  variety 
>f  dis.located  worker  training  and  assistance  programs  and  is 
promoted  by  Senator  Metzenbaum  and  other  sponsors  as  a  means 
of  helping  workers  '^give  the  competitive  edge  back  to  America.** 

T\tle  II  of  S.538  i's  entitled  "Advance  Notification  and 
Consultation."    This  portion  of  the  bill  is  a  finely  tuned 
version  of  H.R.  1616,  a  "notice  and  consultation"  bill 
defeated  in  the  House  of  Representatives  in  November  of 
1985.    A  press  release  from  Senator  Metzenbaum  accompanying 
the  bill  merely  refers  to  the  bill's  notice  and  consultation 
provisions  as  requiring  plants  with  mpre  than  50  employees 
"to  give  advance  notice  of  plant  closing."    A  summary  of  the 
bill  by  Senator  Metzenbaum  dated  February  17,  states  that 
advance  notice  of  closings  and  layoffs  is  required  "in  order 
to  permit  the  effective  deployment  of  dislocation  services 
before  dislocation  actually  occurs." 

The  bill  itself  (Sections  102(b)(1)(A)  and  (B))  declares 
that  "adjustment  efforts"  should  begin  in  advance  of  plant 
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cloiin?  or  mass  layoffs  rather  than  afterward,  **thus  mini- 
mising disruption  in  the  workers'  lives.**  Advance  notice, 
according  to  the  bill,  is  required  to  permit  time  for  ''re- 
search and  planning.'* 

In  fact,  these  relatively  bland  references  to  the 
advsnce  notice  and  consultation  requirements  of  S.538,  do 
not  begin  to  tell  the  real  story  of  the  bill*s  notice  and  ' 
consultation  requirements  or  the  difficulties  they  would 
CQUse  for  employers  and  their  ability  to  compete.  Rather 
than  restoring  the  "competitive  edge'*  to  America,  the  notice 
and  consultation  provisions  of  S.538  virtually  guarantee 
that  American  employers  will  become  less,  not  more,  competi- 
tive. 

Dispite  the  statements  in  the  bill  itself  and  by  its 
CO- sponsor.  Senator  Metzenbaura,  that  advance  notice  of 
closing!?  and  mass  layoffs  is  needed  to  permit  adjustment 
efforts,  research  and  planning,  and  effective  deployment  of 
dislocated  worker  services,  the  real  focus  of  these  provi- 
sions is  to  prevent  closings  and  employee  terminations.  The 
bill  accomplishes  this  objective  by  mandating  a  lengthy 
and  cumbersome  notice  and  consultation  process  designed  to 
change  employers'  minds  or  to  introduce  such  high  risks  for 
employers  that  they  will  abandon  thoughts  of  closings  or 
layoffs  altogether. 

In  fact*  adjustment  efforts,  research  and  planning,  and 
effective  deployment  of  dislocated  worker  services,  are  no 
where  mentioned  in  the  bill's  notice  and  consultation  provi- 
sions.   Instead,  there  are  requirements  of  up  to  six  months 
notice  of  closings  and  layoffs,  mandatory  procedures  for 
consultation  with  unions  and  other  employee  representatives 
and  local  government  officials  about  '*altematives'*  to  the 
course  proposed  by  the  employer,  and  onerous  and  detailed 
information  disclosure  requirements  with  which  employers 
must  comply.    In  addition,  the  bill's  notice  and  consul- 
tation requirements  create  backpay  and  benefit  liabilities 
for  employers,  subject  them  to  fines  and  penalties  of  local 
governments,  and  encourage  additional  state  and  local  plant 
closing  and  layoff  restrictions  and  pe^ialties  even  more 
onerous  than  the  proposed  Federal  res'jrictions. 
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A  review  of  the  bill  itself,  unlike  the  bland  state- 
menta  about  its  contents,  leaves  little  doubt  that  employer 
mind  changing  and  closing  and  layoff  prevention,  a^e  the 
real  objectives  of  the  bill's  advance  notice  and  consulta- 
tion requirements.    Enormous  leverage  for* preventing  ter- 
minations is  bestowed  upon  unions  and  local  governments. 
Management  objections  to  similar  notice  and  consultation 
provisions  of  eerlier  bills,  notably  the  defeated  H.R.  161S, 
have  been  largely  ignored. 

Labor  and  management  coexist  within  the  delicate 
balance  struck  by  the  Federal  labor  laws.    When  that  balance 
is  fundamentally  upset,  serious  consequences  for  management, 
labor  and  the  public,  inevitably  result.    The  plant  closing 
and  layoff  restrictions  of  S.538  interfere  with  that  balance 
in  many  obvious  ways.    Clearly  unions,  not  employers,  are 
the  intended  beneficiaries  of  that  interference  in  th'i  case 
of  the  notice  and  consultation  provisions  of  S.538.  Far 
from  promoting  labor-management  cooperation,  those  provi- 
sions virtually  assure  new  labor-management  confrontations 
and  prolonged  legal  battles.    Even  the  legislative  debate 
over  these  proposed  restrictions  promises  to  polarize  labor 
and  management  and  will  be  more  destructive  of  labor- 
management  cooperation  than  any  debate  since  the  defeat  of 
"Labor  Law  Riform"  in  1978. 

In  short,  the  bill  contains  overly  restrictive  plant 
closing  and  layoff  requirements,  and  glaring  conceptual, 
procedural* and  mechanical  flaws,  which  render  its  notice  and 
consultation  provisions  unwise  and  unworkable.    As  a 
consequence,  the  business  community  should  vigorously  oppose 
their  enactment*    To  do  otherwise  is  to  Jeopardize  any 
competitive  edge  American  businesses  currently  enjoy,  and, 
in  the  long  run,  the  Jobs  of  American  workers. 

In  reviewing  the  advance  notice  and  consultation  provi- 
sions of  S.538,  I  have  prepared  comments  on  the  bill's  more 
objectionable  and  destructive  requirements.    Those  comments 
are  enclosed  for  your  review. 


NAM  Special  Counsel, 
Plant  Closing  Matters 
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A  Management  Review  of  Title  II  of  S.538, 
the  "Economic  Dislocation  and  Worker 
Adjuatment  Assistance  Act" 


TITLE  II  ~  ADVANCE  NOTIFICATION 
AND  CONSULTATION 


SEC.  201.  DEFINITIONS. 

As  used  in  this  title  — 

(1)    the  term  "employer"  means  any  business 
enterprise  that  employs  — 


Comments: 

This  definition  of  "employer"  includes  private 
sector  Qsr.pioyers  covered  by  the  National  Labor  Rela- 
tions Act,  Including  construction  employers.     It  also 
includes  railroads,  airlines  and  "business  enterprises" 
of  state,  local,  and  perhaps  even  the  federal,  govern- 
ments . 

Since  the  term  "employee"  is  not  defined,  managers 
and  supervisors  also  would  be  considered  "employees." 
Thus    -»n  <^:aployer  of  40  hourly  employees  and  10  man- 
agers   nd  .-supervisors  would  be  covered.  Therefore, 
«3mplo>ofs  of  fewer  than  50  "employees,"  in  the  usual 
sense,  are  covered. 

(2)    the  term  "plant  closing  or  mass  layoff"  means 
an  employment  loss  for  50  or  more  employeeii  of  an  em- 
ployer at  any  site  during  any  30-day  perio<l; 

('»)    the  term  "employment  loss"  means  (A)  an  em- 
ploment;  termination,  other  than  a  discharge  for  cause » 
voluntary  departure,  or  retirement,  (B)  a  layoff  of 
indefinite  duration,  (C)a  layoff  of  definite  duration 
exceeding  6-months,  or  (O)  a  reduction  in  hours  of  work 
of  more  than  50  percent  during  any  6-month  period; 


(A)    50  or  more  full-time  employees;  or 


(B)    50  or  more  employees  who  in  the  aggre- 
gate work  at  least  2,000  hours  per  week 
(exclusive  of  hours  of  overtime); 
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CommentB! 

In  the  sale  of  a  plant  (e. g, .  an  assets  sale), 
employees  are  normally  "terminated"  by  the  seller. 
Such  a  sale,  therefore,  may  result  in  an  "employment 
loss"  and  trigger  the  bill's  notice  and  consultation 
requirements,  even  if  all  of  the  seller's  employees 
were  hired  by  the  buyer.    An  employer  of  500  or  mere 
employees  could  be  required  to  give  180  days  advance 
notice  of  a  sale;  an  employer  of  100  employees,  90  days 
notice;  and  an  employer  of  more  than  100  and  less  then 
500  employees,  120  days  notice.    The  prospective  aeller 
could  then  be  required  to  consult  in  good  faith  with 
unions  or  employee  representatives  and  public  offisialo 
during  the  notice  period  "for  the  purpose  of  agreeing" 
to  alternatives  other  than  a  sale. 

The  notice  and  consultation  requirements  ar^  trig- 
gered by  an  employment  loss  at  any  site.  1/    A  covered 
employer  could  be  required  to  give  notice  and  -onsult 
if  its  actions  would  cause  an  employment  los''  on  any 
site,  even  if  the  affected  employees  were  p.(iployed  by 
another  employer.    For  instance,  a  covere^ii  general  con- 
tractor (i.e. .  an  "employer")  who  intends  to  terminate 
a  subcontractor  (i.e. .  another  "f:»ployer")  on  a  con- 
struction site  would  have  to  give  notice  and  consult  if 
the  contractor's  action  would  result  in  termination  of 
50  or  more  "employees'*  of  the  terminated  subcontractor. 
The  covered  subcontractor  also  would  be  required  to 
give  notice  and  consult.    The  same  requirements  also 
could  apply  to  covered  "employer"  customers  and  sup- 
pliers seeking  to  terminate  business  relationships  with 
ons  another. 


1/     Section  205(c)  authorizes  private  lawsuits  against  em- 
ployers for  backpay  and  lost  benefits  resulting  from  the 
failure  to  notify,  consult,  or  disclose  relevant  informa- 
tion.   Where  there  is  or  will  be  an  en»f>loyment  loss  of  two 
or  more  groups  of  less  than  50  employees,  which  in  the 
aggregate  equal  or  exceed  50  employees,  it  is  the  employer's 
burden  to  "demonstrate"  (i.e. .  prove),  that  losses  by  the 
separate  groups  (e.g. .  at  different  locations),  resulted 
from  "separate  distinct  actions  and  causes,  and  are  not  an 
attempt  by  the  employer  to  evade  the  requirements  of  this 
Act."    Therefore,  employers  can  expect  lawsuits  even  though 
job  losses  at  any  particular  site  do  not  exceed  50 
employees. 


ERIC 


388 


-  3  - 


Layoffs  of  definite  duration  are  covered  If  lay- 
offs exceed  6  montlis.    However,  all  layoffs  of  5C  or 
more  employees  for  an  **lndeflnlte  duration**  require 
advance  notice  and  consultation.    Thus,  a  covered 
employer  who  wishes  to  layoff  50  or  more  employees  for 
less  than  6  months  must  announce  a  definite  reemploy- 
ment date  or  be  prepared  to  give  advance  notice  and 
consult*     If  a  definite  recall  date  Is  given  within  6 
months  f e.g. .  4  months  hence)  and  laid  off  employees 
are  not  recalled  on  that  date,  the  employer  may  be 
liable  for  backpay  and  penalized  by  fines  because, 
after  all,  the  layoff  turned  out  to  be  **lndeflnlte.** 
No  specific  exceptions  are  made  for  Industries  like  the 
construction. Industry  where  workforces  and  work  hours 
on  larger  projects  expand  and  contract  with  frequency. 

(4)    the  term  **affected  enployees**  means  employoes 
who  have  been  employed  by  an  employer  for  more  than  6 
months  and  who  may  reasonably  be  expected  to  experience 
an  employment  loss  ao  a  consequence  o£  a  proposed  plant 
closing  or  mass  layoff; 

Comments; 

The  bill's  notice  and  consultatloii  provisions  are 
triggered  when  50  or  more  **employees**  will  lose  employ- 
ment at  any  site  during  a  30-day  period.    However,  only 
unions  and  representatives  of  **affected  employees"  must 
be  given  notice.    Likewise,  consul tatf.on  Is  with  unions 
and  representatives  of  **affected  eroplc»yee3,  **  I.e.. 
those  employed  by  an  employer  for  mor^^than  six  months. 
Therefore,  If  20  employees  with  less  th.nn  6  months  em- 
ployment and  30  employees  with  6  months  or  more  employ- 
ment are  to  be  terminated  or  laid  off,  an  employer 
apparently  only  need  give  notice  and  consult  with 
respect  to  the  30  longer-term  employees. 

Another  possible  Interpretation  of  the  bill  Is 
that  **affected  employees**  means  those  who  have  been 
employed  for  at  least  six  months  by  an^  emplo^fer.  The 
bill  states  that  **affected  employees**  are  those  em- 
ployed by  "an  employer**  who  may  reasonably  ex^yect  to 
experience  an  employment  loss.    It  does  not  say  that 
their  6  months  or  more  of  employment  must  be  with  the 
employer  who  proposes  to  lay  them  off.    Thus,  such 
affected  employees  would  be  entitled  to  notice  and  con- 
sultation rights  If  employed  by  a  number  of  employers 
for  a  total  of  six  months  or  more  even  If  employed  by 
the  employer  proposing  to  lay  them  off  for  only  one 
day* 


ERLC 


389 


-  4  - 


These  ambiguities  are  exampleo  of  poor  driftoman- 
ahip  and  lack  of  opecificity  which  would  cause  enormous 
compliance  uncertainties  for  employers  -nd  generite  ^ 
costly  burd^ens  for  tl>era  and  for  courts.     In  the  mean- 
time, employers  wishing  to  layoff  employees  for  legits.- 
mate  economic  reasons  will  be  stymied  in  their  efforti) 
or,  perhaps  as  intended,  will  abandon  their  layoff 
plans  altogether. 

Another  serious  uncertainty  is  caused  by  the  term 
"affected  employee."    It  means  not  only  employees  actu- 
aljJd  affected,  but  also  those  "who  may  reasonably  be 
expected"  to  oxperience  an  employment  loss  resulting 
from  a  propos-sd  plan^  closing  or  mass  layoff.  Employ- 
ers, naturally,  will  tend  to  err  on  the  side  of  giving 
notice  to  larger  groups  of  employees  in  order  to  avoid 
skipping  those  who  later  way  turn  out  to  be  "effected. •* 
However,  if  the  employer  overestimates,  it  could  wind 
up  consulting  with  representatives  of  groups  improperly 
diluted  by  unaffected  employees  and,  thus,  may  consult 
with  representatives  of  the  wrong  groups.  Uncertain- 
ties created  when  different  representatives  claim  to 
represent  competing  groups  of  "affected  employees"  will 
lead  to  mass  confusion  over  who  represents  whom. 
Again,  the  employer  will  be  discouraged  from  doing 
anything  at  all,  or  if  he  acts,  may  face  stiff  fines 
and  backpay  penalties  and  see  what  is  left  of  antici- 
pated savings  consumed  by  attorney's  fees. 

(3)    the  tena  "representative"  means  — 

(A)  an  exclusive  representative  of  employees 
as  determined  under  the  National  Labor  Relations 
Act  (29  U.S.C.  141  et  seq. )  or  under  the  Railway 
Labor  Act  (45  U.S.C.  151  ot  seq.);  or 

(B)  in  the  case  of  employees  not  no  repre- 
sented, any  person  elected  by  employees  to  repre- 
sent them  for  purposes  of  the  notice  or  consulta- 
tion requirement  under  sections  202  and  203; 

Comments t 

Representative  means  "exclusive  representative  of 
employees  as  determined"  under  the  NLRA  or  RLA.     It  is 
unclear  whether  this  means  "certified"  representative 
or  a  representative  "designated"  by  union  authorization 
cards,  or  a  designated  representative  seeking  to  estab- 
lish exclusive  representative  status  through,  for  in- 
stance, an  NLRB  election  or  bargaining  order.    What  if 
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an  employer  proposas  to  cloae  enuring  a  tmion  organiza- 
tional drive,  but  before  a  echeduled  NLRB  election  or 
certification?    Kuat  che  notice  and  consultation  pro- 
cess await  the  outcome  of  the  NLRB  election?    What  if 
the  results  of  that  election  are  challenged? 

If  there  in  no  "representative,"  one  is  to  bo 
chosen  under  Section  :J03(c)  through  an  "expeclited" 

proceedirv?     Where  no  representaf-lve  has  boon 
chosen  becausr  im  «:a»B  election  proceeding  ia  incom- 
plete, it  appitarrs  thit  state  "expedited*  eeAection  pro- 
cedures would  take  0Vv*r,  perhaps  in  raid-stream. 

While  the  entire  representative  selection  procc««i« 
is  going  on  (federal  and/or  state)  there  will  be  uncer- 
tainty about  who  should  receVve  notice,  and  the  consul- 
tation process  will  be  delayed  whi,le  representatives  of 
"affected  employees,**  or  "reasonably*  affected  employ- 
ees are  being  selected,  or  differences  among  competing 
groups  of  affected  employees  are  being  resolved  by  the 
NLRB,  state  authorities,  or  both.     In  the  meantime,  the 
employer  has  no  idea  with  whom  he  should  be  consulting, 
whether  he  should  be  consulting  at  all,  or  what  will 
happen  if  he  falls  to  consult  with  someone.    The  bi;.l't; 
substantial  fine  and  backpay  penalty  provisions  can  be 
costly  for  the  employer  who  makes  Mistakes.  While 
repreeentational  issues  are  being  sorted  out,  business 
opportunities,  including  sales,  will  be  lost  and  busi- 
ness losses  will  result  because  employers  will  be 
afraid  to  take  needed  action. 

These  and  other  uncertainties  appear  consciously 
built  into  the  bill  to  dissuade  employers  from  taking 
any  actions  at  all  with  respect  to  layoffs.  Lawyers 
will  benefit,  the  courts  will  be  burdened,  business 
owners  will  suffer  from  inability  to  respond  tc  busi- 
ness needs,  and  owners,  creditors,  consumers,  cus- 
tomers, suppliers,  and  employees,  will  be  the  losers  in 
the  long  run. 

Apparently  unwittingly,  the  bill's  sponsors  have 
created  a  notice  and  consultation  process  which  exposes 
unions  to  enormous  liabilities.'.  Under  the  bill,  unions 
are  required  to  consult  as  representatives  of  "affected 
employees,"  i.e.  employees  employed  for  six  months  or 
more.    Under  the  NLRA  and  the  RLA,  unions  owe  a  statu- 
tory "duty  of  fair  representation"  to  ail  employees  in 
the  bargaining  unit,  including  those  employed  for  leaa 
than  6  months.    If  a  union  consulting  during  the  notice 
period  on  behalf  of  "affected  employees"  proposes 
"alternatives"  which  harm  other  unit  employees  with 
less  than  6  months  employment,  the  Union  will  be  placed 
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in  an  impossible  conflict-of-interest  situation  and 
will  bo  exposed  to  law  suits  for  breach  of  the  statu- 
tory duty  of  fair  representation. 

Unions  face  the  same  conflict?  of  interest  and 
liability  exposure  if  they  fail    '!>  represent  "affected 
employees"  with  a  single-minded  i .rpose  despite  adverse 
effects  upon  "unaffected  employees"  whom  they  also 
represent,  i.e. .  those  employed  for  less  than  6  months. 
Similar  conflicts  will  arise  where,  for  instance,  a 
union  represents  employees  at  two  plants  of  the  same 
employer,  one  which  will  lose  work  and  jobs  because  of 
a  proposed  work  relocation  and  the  other  which  stands 
to  benefit  from  the  acquisition  of  relocated  work.  Tlie 
interests  of  employees  at  the  two  locations  will  be  in 
conflict,  and  the  union  with  fiduciary  responsibilities 
to  both  employee  groups  will  be  caught  in  the  middle. 
Even  where  unions  in  gocd  faith  attempt  to  balance 
interests  of  competing  employee  groups,  the  costs  of 
defending  duty  of  fair  representation  lawsuits  wi^l  be 
enormous . 

(6)  the  term  TSecretary"  means  the  Secretary  of 
Labor; 

(7)  the  term  "State"  includes  the  District  of 
Columbia,  the  Commonwealth  of  Puerto  Rico,  the  Common- 
wealth of  the  northern  Mariana  Islands,  and  any  other 
territory  or  possession  of  the  United  states;  and 

(8)  the  term  "unit  of  local  government"  means  any 
general  purpose  political  subdivision  of  a  state  which 
has  the  power  to  levy  taxes  and  spend  funds,  as  well  as 
general  corporate  and  police  powers. 

202.  NOTICE  REQUIRED  BEFORE  PLANT  CLOSINGS  AND 
MASS  LAYOFFS. 


(a)    Notice  To  Employees,  state  Dislocated  Worker 
Units,  And  Local  Governments  —  An  employer  shall  not 
order  a  plant  closing  or  mass  layoff  until  the  end  of  a 
period  specified  under  subsection  (b)  after  the 
employer  serves  written  notice  of  a  proposal  to  issue 
such  an  order  — 

(1)    to  the  representative  or  representatives 
of  the  affected  employees  with  respect  to  such 
order  or,  if  there  .Is  no  such  representative,  to 
each  affected  employee  with  respect  to  such  order; 
and 
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(2)    to  the  State  dislocated  worker  unit 
(established  under  the  title  I)  and  the  unit  of 
local  government  within  which  such  closing  or 
layoff  is  to  occur. 


Comments! 

A  notice  of  plant  closing  or  layoff  must  not  be 
framed  as  an  "order"  but,  rather,  as  a  written  notice 
of  a  "proposal"  to  issue  such  an  order. 

By  requiring  pre-decisional  notice  and  consulta- 
tions over  plant  closings  and  layoffs.  Title  II  of 
S.538  is  designed  to  overrule  the  Supreme  court's  1981 
decision  in  First  National  Maintenance  Corp. .  v.  ULRB, 
452  U.S.  666.     In  that  case  the  Court  held  that  an 
employer  is  not  obligated  to  bargain  over  an  econom- 
ically motivated  decision  to  close  part  of  its  busi- 
ness, but  is  required  to  bargain  concerning  the  effects 
of  that  decision.    Speaking  for  seven  Justices,  the 
majority  opinion  of  justice  Blackmun  states  that  a  de- 
cision to  partially  close  has  its  focus  on  economic 
profitability,  "a  concern  under  these  facts  wholly 
apart  from  the  employment  relationship  .  ,  ,  involving 
a  change  in  the  scope  and  direction  oC  the  enterprise, 
[whichj  is  akin  to  the  decision  whether  to  be  in  busi- 
ness at  all  .  .        452  U.S.  at  677: 

Management  must  be  free  from  the 
constraints  of  the  bargaining  pro- 
cess to  the  extent  essential  for 
the  running  of  a  profitable  busi- 
ness.    It  also  must  have  some 
degree  of  certainty  beforehand  as 
to  when  it  may  proceed  to  reach 
decisions  without  fear  of  later 
evaluations  labeling  its  conduct  an 
unfair  labor  practice." 

452  U.S.  at  678-679. 

It  is  clear  that  S.538  requires  notice  of  a  "pro- 
posal" to  layoff  employees  or  close  plants  at  the  pre- 
decisional  stage.    Similarly,  "good  faith"  consulta- 
tions must  be  conducted  at  this  pre-decisional  state, 
l^e^,  before  any  "order"  of  layoffs  or  closing  is  issued. 
Obviously,  such  requirements  are  intended  to  reverse 
the  Court's  First  National  Maintenance  holding.  There 
is  little  practical  difference  between  good  faith  "con- 
sultations" under  the  bill,  and  good  faith  "bargaining" 
under  the  NLRA.     It  also  is  clear  that  proposals  to 
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layoff  employees  or  close  plants  are  required  subjects 
for  notice  and  consultation  whether  or  not  those  pro- 
posals are  related  in  any  way  to  labor  costs.  Thus, 
pre-decisional  notice  and  consultations  are  required 
even  in  the  case  of  fundamental  business  judgments  like 
the  discontinuation  of  an  obsolete  product  line,  as 
lono  as  those  judgments  may  result  in  plant  closings  or 
layoffs.    These  are  precisely  the  kinds  of  judgments 
which  "the  Supreme  Court  concluded  "must  be  free  from 
the  constraints  of  the  bargaining  process  to  the  extent 
essential  for  the  running  of  a  profitable  business." 
452  U.S.  at  678-679.    The  Court's  practical  observa- 
tion, therefore,  would  be  nullified  by  Title  II  of 


The  employer  must  "serve"  notice  upon  the  "repre- 
sentative or  representatives"  of  affected  employees  or 
upon  each  affected  employee  "if  there  is  no  such  repre- 
sentative."   These  notice  requirements  raise  all  of  the 
same  problems  of  determining  the  identity  of  the  proper 
"affected  employee"  group  and  their  "representative  or 
representatives"  as  discussed  above. 

Notice  also  must  be  served  upon  the  state  "dislo- 
cated worker  unit"  and  "the  unit  of  local  government 
within  which  such  closing  is  to  occur."    The  unit  of 
local  government  to  which  the  employer  is  to  send 
notice  and  required  information,  and  with  which  the 
employer  must  "consult,"  is  the  "unit  of  local  govern- 
ment having  jurisdiction  over  the  area  in  which  the 
employer  is  located  and  if  there  is  more  than  one  such 
unit,  the  unit  of  local  government  to  which  the  em- 
ployer pays  the  highest  taxes  for  the  year  preceding 
the  year  for  which  the  determination  is  made."  (Sec- 
tion 205(a)(2)(B)). 

The  "proposing"  employer's  decisions  with  respect 
to  who  gets  notice  had  better  be  correct.     If  not, 
notice  will  be  ineffective,  and  the  employer  will  be 
required  to  return  to  square  one  or  will  be  subject  to 
the  bill's  penalties. 

(b)    NOTICE  PERIODS.  —  For  purposes  of  subsection 

(a)»  the  periods  described  in  this  subsection  shall  be  - 


(1)    a  9C-day  period  in  the  case  of  a  pro- 
posed plant  closing  or  mass  layoff  involving  not 
fewer  than  50  nor  more  than  100  affected  employ- 
ees; 
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(2)  a  120-day  perioi  in  the  case  of  a  plant 
closing  or  mass  layoff  involving  more  than  100  but 
fever  than  500  affected  eiqiloyees;  a;.d 

(3)  a  180-day  period  in  the  case  of  a  plant 
closing  or  mass  layoff  involving  500  more  affected 
employees • 

Conunents: 

During  these  extended  notice  periods,  up  to 
6  months,  employers  will  lose  customers  and  suppliers, 
as  well  as  skilled  employees  who  will  take  the  other 
jobs  without  waiting  for  the  results  of  "consultations." 
Even  if  consultation  persuades  the  employer  to  abandon 
its  layoff  or  closing  plan,  the  business  will  be 
i  severely  handicapped  by  these  losses. 

^  I  (c)    Reduction  Of  Notification  Period.  ~  An 

/  eoq^loyer  may  order  a  plant  closing  or  mass  layoff  be- 

/  fore  the  conclusion  of  the  applicable  period  described 

in  subsection  (b)»  if  unforeseeable  business  circum- 
stances prevent  the  employer  from  withholding  such 
closing  or  layoff  until  the  end  of  such  period. 

Comments; 

This  notice  reduction  provision  at  first  glance 
appears  to  provide  relief  from  extended  notice 
requirements  when  warranted  by  business  necessity.  2/ 
However,  closer  examination  reveals  that  relief,,  at 
least  for  employers,  is  neither  the  intention  nor  the 
effect  of  this  provision. 

First,  business  circumstances  must  actually  "pre- 
vent" the  employer  from  delaying  the  closing  or  layoff 
order  until  the  end  of  the  full  notice  period.  Second, 
such  circumstances  must,  in  fact,  be  "unforeseeable." 
Employers  seeking  to  shorten  the  notice  period  obvi- 
ously will  be  running  great  risks.    They  may  succeed  in 
clear  cases  where,  for  instance,  an  entire  plant  has 
been  destroyed  by  fire.    Employers  may  not  succeed  in 
shortening  the  period,  however,  where  their  financial 


2/     Senator  Metzenbaum's  summary  of  S.538  dated  Febru- 
ary 17,  1987,  states:     "An  exception  is  provided  in  cases  of 
unforeseeable  business  necessity." 
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wou?rf''^!^?f  the  resources  of  their  parent  companies  • 
would  permit  postponement  of  the  closing  or  layoff 

^•fr,^?  period.    Even  if  waiting 

would  mean  financial  ruin,  it  could  be  argued  that  ruin 
''S'  "5o^eseeable"  and  that  the  notice,  therefore? 
should  have  been  given  earlier.  «ierexore. 

Again,  the  employer  had  better  be  "right  "  given 
Se  h???''"^i^?'  liabilities  and  penalties  authorized  by 
f^i    -nn'^.^^^f^'^fP^  '"^y  provide  no  escape  at 

altigetherf*"  •"^^^^^y  is  likely  to  discourage  its  use 

203.^NSOT.TATI0N  REQUIRED  BEFORE  PLANT  CLOSINGS 

(a)    Consultation  During  Notification  Period.  — 
t?v^^°^r  ^  Pl^t  closing  or  na^s 

layoff  unless  the  ewployer  upon  request  of  the  repre- 

°^  gwem«ent  or  ofSI 

affected  eiqployees,  as  the  case  nay  be  — 

(1)    has  met  at  reasonable  times  with  the 
representative  or  representatives  (if  any)  of  the 

^f^r-  ^«  Of  local  govern- 

ment With  respect  to  a  proposal  to  order  a  plant 
closing  or  mass  layoff;  and 

r.^r.yJJlK  !!f"  ^o»»"lted  in  good  faith  with  such 
representative  or  representatives  for  the  purpose 

?f  o?'«ort??^*'°^?  «"tually  satisfactory  alternative 
to  or  modification  of  such  proposal,  but  this 
requirement  to  consult  shall  not  compel  an  employ- 
er to  agree  to  such  an  alternative  or  modlfica- 


Comments: 


This  is  one  of  the  trickiest  and  most  obiectionabie 
provisions  in  the  entire  bill.    The  "proposing"  empJov^ 
er  must  meet  with  representatives  of  employees  anS 
S  f^ith'^^"^^"'  "reasonable  times"  and  consSlt  in 
goo.,  faith.      This  may  sound  innocuous,  but  it  is  not. 

A  closing  or  layoff  will  be  unlawful  and  wiU 

Unless  emniovo'f      ^"^^'^^^^  liabilities  and  penalties 
^nnH  P  f'jPloyers  can  prove  that  they  have  consulted  "in 
?w  f^iv  ;  ^^""^  ^11-    Einployers  must  prove 

that  they  have  consulted  in  good  faith  "for  the  purpose 


401 


396 


-  11  - 


of  agreeing"  to  alternatives  to  the  very  actions  they 
propose  to  take. 

Literally  thousands  of  NLRB  cases  over  the  years 
have  centered  upon  the  issue  of  whether  employers  have  ^ 
bargained  in  "good  faith."    When  litigated,  these  casVs 
are  lengthy  and  costly  for  the  employer  and  the  public. 
Has  the  employer  entered  bargaining  with  a  "locked 
mind"  and  with  "no  intention  of  reaching  an  agreement?" 
Has  he  engaged  in  "surface  bargaining?"    Was  the 
employer's  offer  the  kind  that  "no  self-respecting 
union"  could  accept?    Did  he  insist  to  impasse  on  "non- 
mandatory"  bargaining  subjects?    Did  the  employer  with- 
hold information  which  the  union  needed  in  bargaining? 
Did  he  commit  other  unfair  labor  practices  during  bar- 
gaining which  demonstrate  that  his  bargaining  was  in 
"bad  faith?" 

These  are  but  a  few  of  the  theories  which  have 
embroiled  employers  in  MLRA  litigation  about  the  duty 
to  bargaj.n  in  "good  faith."    This  bill  contains  the 
additional  onerous  requirement  that  employer  good  faith 
consultations  be  "for  the  purpose  of  agreeing"  to  al- 
ternatives to  the  proposed  closing  or  layoff.  Employ- 
ers will  be  unable  to  prove  that  they  consulted  in 
"good  faith"  unless  they  also  can  prove  they  approached 
consultations  for  the  purpose  of  "agreeing"  to  alterna- 
tives they  rejected  during  their  planning  processes. 

Thus,  to  the  untrained  ear  this  consultation  pro- 
vision may  sound  deceptively  benign.    To  any  ear 
trained  in  labor  relations  mattA-s,  however,  the  "good 
faith"  consultation  requirement  is  an  artfully  worded 
trap  for  employers.     It  can  only  be  concluded  that  this 
trap  was  intended  —  a  trap  which,  like  others  con- 
tained in  the  bill,  will  discourage  employers  from 
resorting  to  closings  and  layoffs  at  all.    The  good 
faith  consultation  requirement  has  little  to  do  with 
making  employers  more  competitive. 

It  is  true  that  the  provision  contains  some  vague 
assurances:    Good  faith  consultation  is  for  the  purpose 
of  agreeing  "to  a  mutually  satisfactory"  alternative, 
and  the  "requirement  to  consult  shall  not  compel  an 
employer  to  agree  to  such  an  alternative  or  modifica- 
tion."   However,  such  vague  assurances  are  little  com- 
fort to  employers  who  will  put  to  the  subjective  proof 
that  they  consulted  in  good  faith  "for  the  purpose  of 
agreeing"  to  mutually  acceptable  alternatives.  In 
fact,  thousands  of  KLRB  cases  dealing  with  good  faith 
bargaining  issues  have  been  generated  in  spite  of 
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the  same  assurances.    Under  the  NLRA.  collectively  bar- 
gained agreements  must  be  "mutually  acceptable"  too 
;T..rtl'Zli^\tLt'^  c^ei%i^S^r 

(b)    Duration  Of  Consultation  Requireraont.  ~  An 

^iiJ" U^°o£'?S^'°"  '1-°-^^^  "  r1^irea"b;  sub^* 
section  (a)  of  this  section  conmences  on  the  date  «uch 
e-ployer  serves  the  notice  required  by  section  202(a) 

S^-cr?S^°y"  ""^J^         ^""^  °^         applic^ie  period 
w??S  ^"  section  202(b).  unless  earlier  terminated 

with  the  consent  of  the  employer  and  the  representative 

.'J^^^'^rr"'?"''"''  °^         affected  eaploye^^d  ^Se 
unit  of  local  government. 

Comments: 

consultation  obligation  continues  throughout 
concept  of  "impasse"  is  excluded  from  the  consultation 

me?^  a^r"on%.'?f.^'?^^         ""'P^"^^'^  ""^^  continue  to 
meet  and  consult  with  representatives  of  various 
employee  and  governmental  groups  until  the  very  last 
day  Of  the  notice  period  -  whether  or  not  those 

o??Ir""Jn^  ''IS  ''^^e         constructive  alternatives  to 
offer.    And    throughout  the  notice  period,  the  employer 
must  convincingly  consult  "for  the  purpbse  of  agrfeing" 
to  alternatives.     If  an  employer  even  suggests    as  he 
^nnS:?"^"^''  ^"'"^^  that  lonsuUa^ions 

D?ove  i„?pr°^h  IT^^"^  impasse,  he  may  be  unable  to 
fho      i?  "  •'^f''       consulted  in  good  faith  throughout 
the  entire  notice  period.  "•.uuyuout 

Consultations  will  be  with  representatives  of  one 
«?P^?r°  groups  and  with  governmental  represen- 
tatives simultaneously.    Nevertheless,  the  employer 
must  be  prepared  to  consult  with  any  and  all  of  thise 
representatives  at  whatever  "reasonable  times"  they 
request  throughout  the  notice  period,    one  can  imagine 
the  mass  confusion,  and  exhaustion,  which  wiU  resuU 

.^nfoi''"^^"'^^  "^""""^         ^""^  °f  the  notice  period  when 
union  and  government  representatives  finally  begin 
lowering  their  consultation  demands.  ^''"^'■'■^ 

to  ho^LP^°''^S^u"  "^^^"^  °"°"s  the  consultation  period 
er  ^nrf^    f  •Jl^'^       ""''"^^  agreement  between  the  eraploy- 
Wves  l^nf  Vf^M^^"^^^  f""^  governmental  represents-  ^ 
tives  is  of  little  practical  value,     it  requires  that 
p™ii^^°  representatives  agree  with  one  another  and  the 
employer  and.  therefore,  is  unlikely  to  come  into  play 
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unless  the  employer  has  capitulated  to  the  demands  o£ 
all  representatives. 

(c)    Expedited  Selection  Of  Representation  For 
Employees  Not  Otherwise  Represented.  —  Each  State  dis- 
located worker  unit  shall  establish*  for  purposes  of 
the  consultation  requirement  under  subsection  (a)(2), 
expedited  procedures  for  the  selection  of  reprepenta- 
tion  by  employees  not  otherwise  represented  by  an  ex- 
clusive representative  of  employees  as  determined  under 
the  National  Labor  Relations  Act  (29  U.S.C.  141  et  seg. ) 
or  the  Railway  Labor  Act  (45  U.S.C.  151  et  seq. ) . 

Comments; 

When  employees  are  not  union  represented  "as  de- 
termined** under  the  NLRA  or  RLA,  expedited  state  "pro- 
cedures" will  be  established  "for  the  selection  of 
representation  by  employees."    It  should  be  noted  that 
these  state  procedures  are  not  legislatjed,  but  rather 
are  formulated  by  oach  "State  dislocated  worker  unit." 
The  governor  of  each  state  will  "designate  or  create" 
such  "units."     (Section  105(a)(1)). 

Obviously,  then,  the  powers  of  state  "dislocated 
worker  units"  will  be  considerable,  especially  since 
they  will  be  deciding  questions  of  employee  representa- 
tion.   How  representation  disputes  will  be  resolved,  as 
described  earlier,  is  guesswork,  as  are  questions  of 
whether  unions  may  apply  for  selection  and  what  will 
happen  if  the  NLRB  is  mid-stream  in  its  own  procedures 
for  the  selection  of  an  exclusive  bargaining  represen- 
tative. 

Accordingly,  the  entire  state  expedited  selection 
procedure  is  fraught  with  potential  contradictions  and 
uncertainties  apparently  left  by  the  bill's  drafters  to 
the  parbies  and  the  courts  to  figure  out.     In  the  mean- 
time, however,  the  confusion  inherent  in  these  selec- 
tion procedures  will  act  as  a  deterrent  to  terminations 
and  layoffs  by  employers  caught  between  business  exi- 
gencies and  the  financial  penalties  and  lawsuits 
authorized  by  the  bill. 


SEC.  204.  DUTY  TO  DISCLOSE  INFORMATION  DURII^G  CONSULTATION. 


(a)  General.  —  (1)  An  employer's  duty  to  consult 
in  good  faith  under  section  203  shall  include  the  duty 
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to  provide  in  a  v^J:»cly  fashion,  if  requested  by  the 
repreaentative  of  the  affected  eii?)loyee8  or  the  unit  of 
xocai  government;  concerned,  such  relevant  information 
as  is  necessary  for  the  thorough  evaluation  of  the  pro- 
posal to  order  a  plant  closing  or  >ass  layoff  or  for 
the  thorough  evaluation  of  any  alternatives  or 
■ocuficatlons  suggected  to  such  proposal. 

(1)  ^cluSf°~""°"  '°  paragraph 

(A)  the  reasons  and  basis  for  the 
decision  to  order  a  plant  closing  or  mass 
layoff; 

(B)  alternatives  that  were  considered 
and  the  reasons  the  alternatives  were 
rejected; 

(C)  plans  with  respect  to  relocating 
the  work  of  the  facility  where  employment 
loss  is  to  occur; 

(D)  plans  with  respect  to  the  dis- 
position of  capital  assets;  and 


(E)"  estimates  of  anticipated  closing 
costs. 


Comments: 


The  entire  information  disclosure  section  of  S  538 
inr-S^S''  calculated  trap  for  employers,    me  bill  re- 
quires the  disclosure  of  information,  and  the  duty  to 
f^f»i«f    i^5°""ation  is  included  specifically  as  an 
element  of  the  employer's  "duty  to  consult  in  good 
«?;h         5^..°*^*^  words,  an  employer  fails  to  comply 
with  the  duty  to  consult  if  he  fails  to  supply  all 
I™^!*''""^    information  requested  by  unions  or  othir 
employee  or  local  government  representatives.  A 
failure  to  supply  but  one  "relevant"  document  could 
«m^Vr;Li''*.*.?°U''^  determination  years  later  that  the 
n^^iJr^f*^^^"*  *°  consult  in  good  faith,  with  accom- 
panying fines,  penalties,  and  backpay  liability. 

ro«4.4fli?!!  NLRA  are  commonplace.  Unions 

routinely  use  information  requests  as  a  bargaining  tac- 

^^  *  ^'^^"^  enough  information  request, 

?nl^  fmployer  is  mistaken  in  its  belief  that  the 
n2h^^?    °"  "5®"*  disclosed,  the  employer's 

otherwise  good  faith  bargaining  is  "tainted"  by  its 
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"bad  faith**  refusal  to  supply  information.    The  refusal 
to  disclose  invalidates  a  good  faith  bargaining  impasse 
which  allovs  an  employer  to  implement  unilaterally  its 
last  bargaining  offer.    An  unlawful  refusal  to  supply 
information  converts  an  "economic  strike"  into  an  "un- 
fair labor  practice"  strike  which,  in  turn,  guarantees 
that  strikers  will  be  entitled  to  displace  striker  re- 
placements when  they  decide  to  end  their  strike  and 
return  to  work. 

There  is  ample  room  for  the  same  tactics  during 
the  good  faith  consultations  required  by  S.538.  Unions 
and  other  representatives  will  demand  greater  and 
greater  access  to  employer  books,  records,  internal 
memoranda,  studies,  and  the  like.    The  same  demands 
will  be  made  upon  the  employer's  parent  company  if  one 
exists.     If  the  employer  or  its  parent  refuses  or  fails 
to  supply  some  piece  of  arguably  relevant  information, 
the  entire  consultation  process  could  be  tainted  and 
any  closing  or  layoff  which  follows  would  be  unlawful. 

The  employer  must  supply  all  relevant  information 
necessary  for  a  "thorough  evaluation"  of  the  proposed 
layoff  or  closing.     In  addition,  however,  the  employer 
must  supply  all  relevant  information  necesi^ary  for  a 
thorough  evaluation  "of  any  alternatives  or  modifica- 
tions suggested"  by  any  employee  (union)  or  government 
representatives.     "Suggested"  alternatives  need  not  be 
"reasonable,"  and  it  makes  no  difference  if  those  "al- 
ternatives" are  completely  unacceptable  to  the  employ- 
er.    By  merely  "suggesting"  new  alternatives,  employee 
and  government  representatives  can  require  employers  to 
embark  on  a  new  hunt  for  aU  information  relevant  to  a 
"thorough  evaluation"  o£  that  "alternative."    One  can 
only  imagine  the  employer  frustration  and  wasted 
resources  these  tactical  requests  will  generate.  But 
if  the  employer  fails  to  comply,  it  will  be  exposing 
itself  to  fines,  liabilities,  and  lawsuits  for  failing 
to  consult  in  "good  faith." 

The  bill  includes  examples  of  information  deemed 
relevant  and  which  therefore  must  be  produced.  The 
list  is  only  illustrative,  and  the  outside  limits  of 
"relevant"  information  will  be  limited,  as  a  practical 
matter,  only  by  the  imaginations  of  union  and  represen- 
tatives' attorneys  in  formulating  discovery  demands. 
Accountant  and  consultant  reports  dealing  with  a  pro- 
posed layoff  or  closing,  as  well  as  information  about 
other  alternatives  already  studied  and  rejected  by  the 
employer,  may  be  relevant  and  therefore  disclosable. 
It  is  not  even  clear  that  the  attorney-client  privilege 
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would  insulate  advice  obtained  by  the  employer  from  its 
attorneys  concerning  the  proposed  layoff  or  closing. 

(b)  Prevention  Of  Public  Disclosure  Of  Competi- 
tive Inforaation.  —  The  infomation  an  employer  dis- 
closes to  an  ejqjloyee  -epresentative  or  unit  of  local 
government  under  subsection  (a)  shall  be  subject  to 
such  protective  orders  as  the  Secretary  may  issue,  on 
petition  by  the  e^loyer,  to  prevent  the  disclosure  of 

?7°^"**^^°°  representative  or  any  employee 

which  could  coi^rOBise  the  position  of  the  employer 
with  respect  to  its  co«petitors. 

An  employer  may  petition  the  Secretary  of  Labor 
for  a    protective  order"  to  prevent  disclosure  of 
information  by  a  unicn  or  other  employee  representative 
or  by  a  local  government,  which  could  compromise  the 
position  of  the  employer  with  respect  to  its  competi- 
tors.   What  happens  while  the  employer  is  applying  to 
the  Secretary  for  such  an  order  is  unclear.    This  whole 
petition-  process  is  uncertain.    The  Secretary  may  or 
may  not  "issue"  the  protective  order  and  will  have  to 
determine  its  scope.    While  the  Secretary  is  deciding 
what  to  do,  it  is  not  clear  whether  the  employer  may 
withhold  the  requested  information.     If  not,  what  hap- 
pens if  the  information  is  made  public  before  the 
Secretary  acts?    If  the  employer  withholds  information 
pending  action  by  the  Secretary,  what  happens  with 
respect  to  the  notice  and  consultation  period?    Dots  it 
keep  running  or  is  it  suspended?    The  bill  gives  no 
guidance  on  such  issues  and,  as  a  result,  adds  sub- 
stantial uncertainties  to  the  entire  process  for  the 
employer       another  incentive  for  the  employer  to  aban- 
don its  "proposed"  course  of  action. 

To  add  to  the  difficulty,  it  is  not  clear  whether 
^®  Secretary  actually  issues  the  protective  order  or 
whether  the  Secretary  must  apply  to  a  court  for  such  an 
order,     if  the  Secretary  issues  the  order,  it  would 
still  have  to  be  enforced  by  a  court.     If  the  Secretary 
has  to  go  to  court  after  deciding  on  an  appropriate 
protective  order,  the  entire  process  could  take  weeks, 
particularly  if  "representatives"  challenge  the  scope 
of  the  order  —  and  so  on.     In  reality,  then,  this 
provision  provides  little  assistance  to  employers  with 
respect  to  the  "prevention  of  public  disclosure  of  com- 
petitive information." 


affected  employees  who  violates  a  protective  order 
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issued  by  the  Secretary  under  section  204(b)  shall  be 
liable  to  the  employer  for  the  financial  loss  suffered 
by  the  employer  as  a  consequence  of  such  violation. 
Action  to  recover  such  liability  may  be  maintained  In 
any  United  Stateo  court  of  com|>etent  Jurisdiction. 

Commenta ; 

This  section  of  the  bill  appears  to  provide  a 
remedy  in  the  event  an  employee  or  representative  dis- 
closes information  in  violation  of  the  Secretary's  pro- 
tective order.     In  actuality,  the  provision  is  a  rerfledy 
limitation.    Recovery  is  only  for  actual  loss  which  an 
employer  can  prove  it  suffered  as  a  consequence  of  the 
prohibited  disclosure.    This  **remedy"  provision  also 
may  be  a  limitation  because  it  is  arguably  the  exclu- 
sive remedy  for  unauthorized  disclosure.     It  therefore 
may  foreclose  injunctions  prohibiting  disclosure.  It 
goes  without  saying  that  recovery  against  an  employee 
for  unauthorized  disclosure  would  most  often  amount  to 
a  Pyrrhic  victory. 

SEC.  205.  ADMINISTRATION  AND  ENFORCEMENT  OE  REQUIREMENTS. 


(a)    Civil  Actions  Against  Employers.  —  (1)  Any 
employer  vho  orderfs  a  plant  closing  or  mass  layoff  In 
violation  of  section  202»  203»  or  204  of  this  Act  shall 
be  liable  to  each  employee  who  suffers  an  employment 
loflo  as  a  result  of  such  closing  or  layoff  for  — 

(A)    back  pay  for  each  day  of  violation  at  a 

rate  of  compensation  not  less  than  the  higher  of  — 


(1)  the  average  regular  rate  received 
by  such  employee  during  the  last  3  years  of 
the  employee's  employment,  or 

(il)    the  final  regular  rate  received  by 
such  employee,  a;:;d 

(B)    the  cost  of  related  benefits,  including 
the  cost  of  medical  expenses  Incurred  during  the 
employment  loss  which  would  have  been  covered 
under  medical  benefits  If  the  employment  loss  had 
not  occurred. 
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Commenta; 

It  is  clear  from  this  section  that  compansatlon    ^  % 
for  backpay  '^nd  other  lost  benefits  may  be  assessed  for 
an  employer's  failure  to  give  notice,  failure  to  con- 
sult in  good  faith,  o£  failure  to  supply  relevant  in- 
formation.   The  employer  is  liable  to  each  employee 
laid  off  as  a  result  of  any  closing  or  layoff  occurring 
after  the  employer's  failure  to  perform  each  of  these 
three  duties. 

It  is  the  closing  or  layoff  itdelf  which  is 
tainted,  and  liability  is  not  limited  to  employees  who 
can  show  harm  caused  by  the  employer's  lack  of  compli- 
ance.   Rather*  all  employees  laid  off  or  terminated  are 
entitled  to  recover.    Thus,  if  an  employer  notifies 
some  •'affected  employees**  but  fails  to  notify  others, 
^11  employees  suffering  employment  loss  by  virtue  of 
the  **tainted**  layoff  or  closing  are  entitled  to 
recover,  even  those  with  whom  the  employer  actually 
consulted  in  good  faith. 

It  also  appears  that  recovery  for  back  pay  and 
benefit  losses  is  not  mitigated  by  employee  interim 
earnings  and  neither  is  there  any  requirement  that 
affected  employees  mitigate  damages.    Loss  of  employ- 
ment **as  a  result  of  such  closing  or  layoff**  appears  to 
be  all  that  is  required  for  recovery. 

Employees  are  entitled  to  recover  against  the 
employer  for  **rel«.ted  benefits**  too,  and  not  just  back- 
pay.    ••Related  henefits**  specifically  includes  costs  of 
medical  expenses. 

(2) (A)    Each  employer  who  violates  the  provision 
of  section  202,  203,  or  204  with  respect  to  a  "nit  of 
local  govemaent  shall  be  subject  to  a  civil  penalty 
equal  to  $500  for  each  day  of  such  violation. 

Comments; 

The  local  government  may  recover  a  penalty  or  fine 
from  the  employer  of  $500  for  each  day  thj5  employer 
fails  to  comply  with  the  bill's  notice  requirements, 
the  duty  to  consult  in  **good  faith,**  qt  the  obligation 
to  supply  information.     It  may  even  be  that  this  fine 
can  be  levied  for  each  day  within  the  notice  period 
that  the  employer  fails  to  disclose  relevant  informa- 
tion. 
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(B)    The  unit  of  local  govor^inent  which  the 
eaployer  auat  notify,  consult  with  and  provide 
infonatlon  to.  In  accordanc*  with  sections  202. 
203.  and  204.  is  the  unit  of  local  government  hav- 
ing jurisdiction  over  tlit^  area  in  which  the  em- 
ployer ia  located  and  if  UXere  is  more  than  one 
such  unit,  the  unit  ^f  local  government  to  which 
the  employer  pays  the  highest  taxes  for  the  year 
preceding  the  year  for  which  the  detei.Talnatlon  is 
made. 

Commenta « 

Section  205(a)(2)(B)  is  discussed  abovQ  at  page  8. 

(3)  A  person  seeking  to  enforce  such  liability 
(lncl»<idlng  a  representative  of  employees  (or  a  unit  of 
locarx  govern*^  At)  may  sue  either  for  himself  or  for 
other  persons  similarly  situated,  or  both,  in  any  <«'s- 
trl'it  court  of  the  United  States  for  any  district  in 
wKtch  the  violation  is  alleged  to  havis  occurred,  or  in 
which  the  employer  transacts  businer^s. 

(4)  In  any  such  suit,  the  cour'*:  may.  in  addition 
to  any  judgment  awarded  the  plaintiff  or  plaintiffs, 
allow  a  reasonable  attorneys*  fee  to  be  paid  by  the 
defendar,t.  together  with  the  costs  of  the  action. 

Any  ••person"  may  sue  the  employer,  not  just 
employees*  unions  or  other  representatives.  This 
leaves  open  the  possibility  that  suits  may  be  brought 
by  employees  or  by  strangers  on  their  behalf,  even  if 
unions  or  other  employee  representatives  do  not  sue.  A 
state  or  local  government  could  bring  ouch  a  suit,  as 
could  complete  outsiders  or  newcomers  such  as  ••public 
interest-  groups  or  law  firms.    Provisions  ff»r  attorn- 
eys fees  and  costs  will  encourage  litigation. 

(b)  Civil  Action  Against  Employees  or  Hepresenta- 
tives  of  Employees  is  discussed  above  at  p.  16. 

(c)  Determinations  With  Respect  To  Employment 
Iioss    —  For  purposes  of  this  section,  in  determining 
whether  a  plant  closing  or  permanent  layoff  has  oc- 
curred or  will  occur,  employment  losses  for  two  or  more 
groups,  each  of  which  is  less  than  50  employees  but 
which  in  the  aggregate  equal  or  exceed  50  employees, 
occurring  within  any  90-day  period  shall  be  considered 
to  be  a  plant  closing  or  mass  layoff  unless  the  Employ- 
er demonstrates  that  the  employment  losses  are  the 
result  of  separate  and  distinct  actions  and  causes  and 
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•r«  not  an  attcwpt  by  the  e.'«ploydr  to  evade  the  reouire- 
■ents  of  this  Act. 

Comments: 

''his  section  encourages  lawsuits  against  employers 
t    .4Coyer  awards  for  backpay,  lost  benefits,  at- 
torneys' fees,  and  costs,  where  fewer  than  50  employees 
ar»^  laid  off  at,  for  instance,  separate  sites,  but 
wh^re  the  aggregate  employment  loss  exceeds  49  jobs. 
Tfte  burden  of  proving  that  the  losses  resulted  from 

fieparate  and  distinct  actions  and  causes"  is  placed  on 
the  employer,  not  the  plaintiff.    The  employer,  then, 
is  guilty  until  he  proves  he  is  innocent.    Thus,  even 
though  fewer  than  50  jobs  will  be  lost  at  any  particu- 
lar site,  an  employer  will  be  required  to  evaluate 
prospective  job  losses  at  other  facilities  and  whether 
the  employer  s  burden  can  be  sustained  in  the  event  of 
a  lawsuit.    This  provision  will  make  life  interesting 
for  constrvctlon  employers  in  particular,  where  for 
instance,  layoffs  are  required  at  different  sites  due 
to  the  same  "cause,"  i.e..  winter  weather.     It  will  be 
Interesting  to  see  what  "alternatives"  unions  and 
government  representatives  will  devise. 

SEC.  206.  PROCEDURES  IN  ADDITION  TO  OTHER  RIGHTS  OF  EMPLOYEES. 


The  rights*  and  remedies  provided  to  enployees  by 
this  title  are  In  addition  to,  and  not  in  lieu  of,  any 
other  contractual,  statutory,  or  other  legal  rights  and 
remedies  of  the  eoployees,  and  are  not  intended  to 
alter  or  affect  rights  and  remedies  available  under 
existing  laws. 

Comments: 

This  is  one  of  the  most  harmful  and  dangerous  pro- 
visions of  S.538.    Section  206  makes  clear  that  the 
bill  s  requirements  are  nof  exclusive  and  do  not  pre- 
empt state  and  local  plant  closing  and  layoff  laws.  In 
fact,  the  effect  is  to  encourage  states,  counties, 
cities,  and  towns  to  enact  their  own  laws  and  rules 
which  are  invited  by  the  bill  to  be  even  stricter  and 
more  cumbersome  and  harmful  to  employers  than  s.538. 
For  instance,  a  state  may  require  one  or  two  years  of 
layoff  notice  for  all  employers  within  its  borders. 
The  language  of  the  bill  may  even  authorize  state  and 
local  laws  requiring  employer-paid  severance  pay  or 
other  employee  termination  benefits.    Additional  state 
and  local  "penalties"  can  be  expected  too. 
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Until  now,  state  and  local  jurisdictions  have  been 
cautious  about  enacting  plant  closing  legislation 
because  of  the  likelihood  that  it  would  be  declared 
invalid  under  the  Supremacy  Clause  of  the  Constitution 
and  preempted  by  Federal  labor  laws.     Section  206  of 
S.538  is  a  clear  attempt  to  authorize  and  encourage 
state  and  local  action.     If  S.538  becomes  law,  it  is 
inevitable  that  employers  will  be  faced  with  a  tangle 
of  federal,  state,  and  local  plant  closing  and  layoff 
requirements,  penalties  and  injunctions.    The  net 
effect  will  discourage  closings  and  layoffs,  including 
sales,  with  the  result  that  U.S.  employers  can  expect 
to  become  less,  not  more,  competitive. 

Even  employers  who  feel  that  they  can  or  already 
do  comply  with  the  notice  and  consultation  requirements 
.     of  S.538  will,  and  should  be,  alarmed  by  the  bill's 
anti-preemption  provisions.     If  the  bill  becomes  law, 
these  employers  too  will  become  entangled  in  state  and 
local  plant  closing  requirements  deliberately  fashioned 
to  keep  them  in  their  places. 

SEC.  207.  prcx:edures  encouraged  where  not  required. 


It  is  the  sense  of  Congress  that  an  employer  who 
is  not  required  to  conply  with  the  notice  and  consulta- 
tion and  information  requireHents  of  sections  202,  203 » 
and  204  should,"  to  the  extent  possible,  provide  notice 
to  its  enployees  about  a  proposal  to  close  a  plant  or 
permanently  reduce  its  workforce. 

Comments ; 

The  legal  effect  of  this  "sense  of  Congress" 
provision  is  not  clear.     It  could  lead,  however,  to 
determinations  by  the  NLRB  that  employers  violate  the 
NLRA  obligation  to  bargain  in  good  faith  when  they  do 
less  than  S.5^8  requires  in  closing  and  layoff  situa- 
tions.   That  is,  in  deciding,  for  instance,  whether  an 
employer  has  complied  with  its  obligation  under  the 
NLRA  to  bargain  in  connection  with  the  effects  of  a 
closing,  the  NLRB  may  take  into  account  the  "sense  of 
Congress"  that  all  employers  should  provide  90  to  180 
days  advance  notice. 

Also,  this  section  read  together  with  Section  207 
would  authorize  and  encourage  states  and  localities  to 
enact  notice  and  consultation  laws  covering  employers 
who  are  not  subject  to  Title  II  of  S.538. 
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SEC.  358,  EFFECTIVE  DATES. 


This  title  shall  take  effect  on  the  date  which  is 
6  «)nth8  after  the  date  of  the  enactment  of  this  Act! 


SEC*  208*  EFFECTIVE  DATES, 

c  ^i^^®  effect  on  the  date  which  is 

6  «,nths  after  the  date  of  the  enactment  of  this  Act. 
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Senator  Simon.  Thank  you  very  much. 

You  mentioned  the  Canadian  law,  Mr.  Irving.  The  people  who 
belong  to  NAM,  have  you  had  an  adverse  experience  with  plants  of 
your  members  with  closing  laws  in  Canada,  France,  West  Germa- 
ny, UK,  Japan  and  Sweden? 

Mr.  Irving.  We  would  like  to  get  you  the  specific  information  on 
that.  Senator.  I  do  not  have  any  particular  study  today,  but  I  think 
that  is  a  relevant  question,  and  I  know  that  the  NAM  would  be 
happy  to  supply  you  with  information  on  that. 

I  think  Mr.  Johnston  may  want  to  add  some  remarks  to  that. 

Senator  Simon.  I  would  be  interested.  But  as  far  as  you  know, 
there  is  not  a  pattern  of  any  great  difficulty  on  the  part  of  your 
membership  in  these  countries? 

Mr.  Irving.  As  far  as  I  know,  but  that  does  not  mean  that  a 
problem  is  lacking.  I  simply  have  not  investigated  that,  and  the 
NAM  may  well  have  investigated  it. 

I  would  add  that  the  focus  of  the  Canadian  bill  is  on  providing 
training  and  providing  retraining  and  adjustment  assistance  to  em- 
ployees. There  is  no  provision  in  the  Canadian  bill  which  is  a  coun- 
terpart to  this  one  for  good  faith  consultations  and  the  supplying  of 
information  and  the  kinds  of  lawsuits  that  would  spring  from  those 
kinds  of  consultation  provisions.  The  focus  is  on  assisting  employ- 
ees and  adjustment  assistance  and  training  and  not  on  good  faith 
consultations  and  the  kinds  of  legal  problems  that  that  would 
cause. 

Honestly,  I  believe  that  if  Title  II  were  enacted  the  way  it  is, 
those  that  would— and  this  is  against  my  interest  to  say  it— but  I 
do  think  the  ones  that  would  benefit  most  would  be  the  lawyers.  I 
think  that  it  is  indeed  a  full  employment  title  for  lawyers.  I  think 
that  is  regrettable. 

Senator  Simon.  Mr.  Johnston? 

Mr.  Johnston.  Thank  you. 

We  have  two  Canadian  perspectives  on  that,  Senator.  One,  we 
have  very  tough  competition  from  Canadian  steel  companies,  like 
Stelco  and  Algoma  and  others.  And  the  profcbm  with  picking  legis- 
lative remedies  from  various  cultures  or  various  societies  is  there  is 
a  tendency  to  cherrypick  them. 

Our  Canadian  competition  has  significantly  lower  labor  rates  in 
steel.  They  have  much  faster  capital  recovery  times.  They  have  an 
almost  30  percent  currency  exchange  rate  advantage  over  us,  and 
they  have  a  tariff  advantage  on  steel  coming  south  versus  going 
north. 

I  suppose  the  tendency  is  to  look  at  the  high  spots,  and  you  have 
to  look  at  the  total  package  in  judging  the  cost  impact  of  legisla- 
tion. 

The  second  thing  we  have  are  Canadian  operations.  We  have  a 
brge  iron  ore  subsidiary  in  northern  Quebec,  and  we  are  not  re- 
quired by  Canadian  law  to  make  extensive  payments  to  employees 
in  the  event  of  plant  shutdown.  We  have  not  had  a  plant  shutdown, 
but  we  have  had  long-term  layoffs.  And  we  have  a  private  system 
in  place  which,  like  steel,  is  fairly  extensive. 

I  represent  an  industry  which  in  terms  of  support  for  people  who 
are  laid  off  or  for  plant  closings  probably  ought  to  be  a  model  for 
the  country  as  opposed  to  a  target.  In  1985,  we  paid  almost  $300 
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mUlion  in  benefits  to  laid  off  employees  in  one  form  or  another, 
which  we  have  documented  in  one  of  our  exhibits  fi-om  a  Carnegie 
Mellon  study. 

I  g-uess  what  we  are  saying  is  the  thing  that  is  tough  is  the  man- 
dated, trying  to  impose  top-down,  on  such  a  varied  and  complex 
and  dynamic  economy,  rules  which  would  apply  monolithically 
without  any  regard  to  the  private  systems  that  are  already  in 
place. 

Mr.  Irving.  Senator,  if  I  might  add,  there  is  a  new  study  that 
was  commissioned  by  NACOR  with  respect  to  the  Canadian  experi- 
ence. The  NAM  would  be  happy  to  provide  that  to  you  for  inclusion 
in  the  record. 

Senator  Simon.  Wo  would  appreciate  it. 

Mr.  Irving.  And  if  I  may  be  so  bold  as  to  request,  too,  that  the 
Wall  Street  Journal  editorial  in  today's  paper  with  respect  to  the 
plant  closing  legislation  be  included  in  the  record,  if  we  may. 

Senator  Simon.  It  can  be  included  in  the  record. 

[The  editorial  referred  to  follows:] 
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TBE  WALL  STREET  JOURNAL  THURSDAY.  lAKRCR  26.  1987 


•  The  Job-Destruction  Bill 


•  Some  bad  ideas  won't  stay  buried. 
Every  year  since  1974,  legislation  re- 
quiring,that  connpanies  give  advance 
notlceofplaajilflslflgs  has  been  Intro- 
duced  m  congress.  The  high-water 
(nark  for  plant-closing  legislation 
came  in  1985.  when  a  scaled-down  ver- 
sion lost  by  five  votes  in  the  House  of 
Representatives,  Organized  labor, 
which  had  pulled  out  all  the  lobbying 
stops,  was  humiliated.  Many  ob- 
servers were  ready  to  give  the  idea  its 
last  rites. 

They  didn't  count  on  the  tenacity  of 

•  Sen,  Howard  Metzenbaum  (D„  Ohio). 
Noticing  that  the  administration's  new 
budget  proposed  an  additional  $600 
million  or  so  in  dispiaced-workers  as- 
sistance. Sen,  Metzenbaum  rushed 
forward  with  legislation  that  would 
appropriate  the  extra  funds.  He  added 
1i  requirement  that  companies  provide 
a  nUnimum  of  90  days'  notice  for  any 
layoffs  or  closings  involving  50  or 
more  employees.  A  notice  of  180  days 
would  be  required  for  any  action  in* 
volving  more  than  500  employees. 

After  notice  is  given,  the  employer 
must  meet  and  consult  "in  good  faith" 
with  employees  on  possible  altema* 
tives  to  or  modifications  of  the  action, 
Ia--^rt,  employers  face  local  pres' 
stire'to  keep  plants  open. 

•BTow,  giving  notice  sounds  innocent 
efteflgh  at  first.  But  what  the  law  actu- 
ally will  do  is  delay  adaptations  to 
changing  business  conditions,  which 
sometimes  happen  quickly.  The  costs 
of  such  delays  could  mean  bankruptcy 
for  a  company  that  might  otherwise 
survive.  The  more  risks  there  are  in 
starting  or  expanding  a  business,  the 
fewer  there  will  be,  and  fewer  jobs. 

A  federal  law  also  would  reduce 
the  competition  states  now  engage  in 
to  provide  an  attractive  climate  for 
business.  That  competition  has  been 
crucial  to  U.S.  ecO!!omic  vitality. 


Yet  Sen,  Meuenbatim  has  the  co- 
lossal nerve  to  say  that  "this  legisla- 
tion will  help  workers  give  the  com- 
petitive edge  back  to  America,"  Many  , 
members  of  Congress  know  this  is 
hogwash  but  don't  want  to  be  tagged 
as  being  "against"  Jobs, 

Business  leaders  are  not  unaware 
of  the  difficulties  a  plant  shutdown 
can  cause.  In  1983,  the  National  Cen- 
'ter  on  Occupational  Readjustment,  a 
business-backed  clearinghouse,  was 
set  up  to  provide  guidance  on  how 
closings  can  be  managed  so  that  ad- 
verse effects  are  minimized. 

There  is  nothing  to  stop  labor  un- 
ions from  demanding  job-security  pro- 
visions in  their  contracts,  and  many 
do.  Since  nothing  is  free,  workers  who 
win  such  benefits  have  to  give  up 
something  else.  The  present  Labor 
Act  places  certain  restrictions  on  clos- 
ings, for  example  those  seen  as  based 
on  "anti-union  animus," 

Sen,  Meuenbaum's  bill  is,  how- 
ever, a  "jobs"  bill  of  one  sort-for 
lawyers.  It  creates  a  set  period  of 
time  during  which  unions  and. others 
can  file  lawsuits.  Employees  claiming 
that  a  company  did  not  adequately 
provide  notice  will  seek  injunctions 
ordering  a  plant  to  continue  operating. 
Judges  will  have  to  evaluate  any  pro- 
posed "alternatives"  or  "modifica- 
tions." Must  the  plant  keep  running  so 
long  as  the  court  isn't  satisfied? 
Where  does  it  get  the  money?  Will 
federal  judges  sell  its  products? 

Past  failures  of  Sen,  Metzenbaum's 
efforts  on  behalf  of  economic  stagna- 
tion have  been  no  accident.  Let's  hope 
that  this  present  Congress  will  be  as 
perceptive  as  Congresses  of  the  past 
in  seeing  the  economic  dangers  his 
ideas  present. 
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Senator  Simon.  Mr.  Johnston,  if  I  ask  you  one  other  ques- 
tion, ajid  then  I  have  a  question  for  Mr.  Lynch. 

In  talking  about  the  plant  closing  section  of  the  bill,  you  said  it 
should  be  more  practical.  You  did  not  say  we  should  not  have  any 
legislation. 

If  you  were  just  to  draft  a  bill  and  try  and  see  that  we  provide  a 
little  greater  protection  for  the  employees  of  this  nation,  how 
would  you  draft  that  legislation? 

Mr.  Johnston.  Well,  I  think  I  would  certainly  welcome  an  oppor- 
tunity to  go  through  that  in  some  detail  with  you  or  jjour  aides. 
But  I  think  the  first  thing  we  would  have  to  consider  is  can  you 
impose  such  general  rules  on  notification  top-down  to  such  wide  va- 
rieties of  market  circumstances  and  competitive  circumstances. 

It  seems  to  me  that  notice  has  to  be  given  where  practicable,  and 
there  needs  to  be  some  understanding  that  we  have  those  require- 
ments in  place  in  collective  bargaining  agreements;  perhaps  there 
could  be  consideration  of  minimum  standards  for  companies  and 
employees  whose  standards  already  exceed  those  requirements. 
There  should  be  consideration  of  offsets. 

Not  only  can  you  duplicate  the  private  sectors,  but  even  in  the' 
public  nonduplication  provision,  as  I  read  it,  you  do  not  have  to  col- 
lect them  at  the  same  time,  but  you  could  extend  them.  Plant  clos- 
ing benefits  are  so  high  in  the  steel  industry  that  they  have 
become  part  of  the  problem. 

Struggling  steel  companies  sometimes  need  to  pare  sick  plants 
and  cannot  do  it;  they  cannot  afford  to  pay  it.  And  so  they  keep 
that  excess  capacity  on  line,  which  depresses  price  and  which  pro- 
hibits everybody  from  being  able  to  survive  with  an  effective 
return  for  those  investments. 

When  the  Government  provides  pension  benefits,  companies  and 
unions  have  learned  to  game  tho  PBGC  and  to  game  ERISA  and  to 
get  rid  of  their  obligations  and  to  say,  "Let  the  Government  or  the 
taxpayers  take  care  of  that;  we  will  use  our  share  of  the  company's 
inconi^,  then,  in  other  areas."  And  that  is  very,  very  harmful  on 
those  competitors  who  are  meeting  those  obligations  and  are  now 
going  to  get  the  tax  bill  for  those  who  have  not.  I  think  this  has 
some  of  that  potential  here. 

I  would  like  to  see  the  bill,  for  example,  be  more  responsive  to 
what  John  t^dked  about  with  respect  to  sharing  proprietary  and 
competitive  information  with  public  sector  people.  I  think  the 
people  who  have  the  risk  here  and  have  the  investment  are  the 
employees  and  the  employer.  I  think  Government  ought  to  be  a 
bacKup  system.  It  can  do  many  things  to  help.  I  do  not  think  it 
shoulcf  be  involved  in  negotiating  the  alternatives  to  shutdown.  We 
provide  for  that  now  in  our  contract.  I  think  six  months'  service 
should  not  entitle  an  employee  to  eligibility,  right  out  of  high 
school,  for  shutdown  benefits.  Even  the  steelworkers  do  not  ask  us 
for  that. 

Senator  Simon*  "Even"  the  steelworkers. 
Mr.  Lynch.  Not  yet.  [Laughter.] 

Senator  Simon.  If  I  could  request  of  you,  Mr.  Johnston,  if  you 
could  draft  what  you  would  like  to  see,  you  and  your  staff,  what 
you  think  is  a  practical  plant  closing— I  am  not  suggesting  this 
Committee  is  going  to  accept  what  you  are  suggesting  
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Mr.  Johnston.  Of  course. 
,  Senator  Simon  [continuing].  But  what  we  are  clearly  trying  to  do 
IS  to  search  for  something  that  does  give  workers  more  protection, 
that  IS  practical  for  industry,  that  frankly  will  be  signed  by  the 
President. 

Mr.  Johnston.  Senator,  we  would  be  happy  to  do  that,  and  I  wel- 
come that  approach  to  the  problem.  It  is  healthy,  and  there  are 
things  that  can  be  done  to  aid  employees,  and  I  think  there  are  sec- 
tors where  perhaps  employers  are  escaping  even  a  minimum  obli- 
gation. But  I  think  the  bill  is  too  undifferentiated  in  its  present 
^form,  so  we  accept  that  invitation. 

Senator  Simon.  All  right, 
^u^^-  h^^^'  Senator,  I  would  like  to  join  with  Mr.  Johnston  in 
that  effort.  I  thmk  together  we  might  be  able  to  develop  a  good 
piece  of  lemslation— I  am  saying  that  facetiously,  of  course. 

Senator  Simon.  Well,  I  am  not  being  facetious  when  I  say  

Mr.  Lynch.  I  think  the  drafters  of  this  legislation  really  met  the 
test  of  what  we  think  is  good  legislation,  and  I  do  not  have  any 
problem  

Senator  Simon.  But  I  gather  that  is  not  a  unanimous  opinion 
here  at  this  point. 

Let  me  say  in  all  seriousness.  Senator  Quayle  and  I  have  suggestr 
ed  to  some  people  in  both  the  management  and  labor  side  that  they 
get  together  to  see  if  some  practical  compromise  could  be  worked 
out.  I  would  love  to  see  Mr.  Lynch  and  Mr.  Johnston  do  that. 

We  can  create  an  issue  that  we  can  keep  shouting  at  each  other 
about,  or  we  can  find  some  practical  middle  ground,  and  I  would 
love  to  see  that  middle  ground  found. 

Mr.  Lynch.  I  would  like  to  accept  the  challenge. 

Senator  Simon.  All  right.  Mr.  Johnston  is  nodding  his  head,  too. 
Okay.  We  might  as  well  ac^oum  the  hearing.  [Laughter.] 

Senator  Simon.  Let  me  r^sk  you,  Mr.  Lynch,  what  is  your  experi- 
ence m  the  Steelworkers  with  the  plant  closing  and  notification? 
What  has  happened? 

Mr.  Lynch.  Well,  I  must  say  that  plant  closing  in  the  steel  indus- 
try has  been  one  which  we  have  had  a  fairly  decent  relationship 
when  the  announcement  was  made  that  a  plant  was  going  to  close. 

The  maior  problems  we  have  had  in  the  steel  industry  with  noti- 
fication about  plant  closings  is  that  plants  are  indefinitely  idled, 
sometimes  for  years,  before  the  announcement  comes  that  they  are 
going  to  close  the  operation.  Therefore,  those  people  that  were  let 
go  from  the  indefinitely  idled  facility  are  not  entitled  to  plant  clos- 
ing benefits.  So  therefore,  that  has  been  one  of  the  sticking  nrob- 
lems  with  us.  ^ 

Now,  as  far  as  other  negotiated  items  such  as  sub-pay  and  unem- 

Eloyment  compensation  which  is  provided  by  the  State,  we  have 
een  able  to  get  that  because  we  are  sitting  on  top  of  the  situation. 
We  consider  ourselves  a  fairly  sophisticated  union,  and  we  have 
been  able  to  get  some  good  benefits  from  that— and  other  Federal, 
State  and  local  provisions  that  provide  assistance  to  displaced 
workers— but  not  nearly  enough.  You  see,  we  have  members  more 
than  just  m  the  steel  industry.  We  have  members  who  do  not  get 
sub;pay,  for  example.  We  have  members  that  in  fact  do  not  get 
notice,  an  early  enough  notice,  because  we  have  not  been  able  to 
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negotiate  with  some  of  those  employers  early  notification  in  those 
contracts. 

But  we  have  a  veiy  consistent  habit  of  having  consultation  over 
any  matters  with  reference  to  employee  status,  not  only  in  the 
steel  industry  but  in  every  industry. 

So  I  am  fairly  surprised  that  now  we  are  having  some  of  the  em- 
ployers indicate  that  they  are  afraid  of  consultation.  Consultation 
is  a  way  of  getting  the  information  and  getting  cooperation,  getting 
people  Knowledgeable  about  what  the  real  situation  is.  And  once 
people  know  the  fact  circumstances,  normally  they  vnll  find  ways 
to  a(tjust  and  ways  to  make  it  as  painless  as  possible  in  making 
that  ac^'ustment. 

So  we  have  had  in  the  steel  industry  a  fairly  good  working  rela- 
tionship in  terms  of  working  with  the  employers.  But  it  is  those  un- 
organissed  workers  that  we  are  looking  beyond  just  those  we  have 
under  the  contract 

As  we  look  at  the  studies  that  have  been  made,  where  88  percent 
of  some  of  these  employers  have  given  notification  of  some  kind, 
but  sometimes  there  are  only  two  days  of  notification  before  people 
lose  their  jobs,  lose  their  ability  to  keep  body  and  soul  together  and 
pay  for  their  expenses.  So  that  is  a  mcgor  problem  that  we  see  not 
only  as  a  union  that  is  concerned  about  its  own  members,  but  as  a 
union  that  is  concerned  about  workers,  concerned  about  human 
suffering  around  this  country,  as  we  know  the  Senators  are  con- 
cerned and  most  of  us  that  are  conscious  people  are  concerned 
about  those  that  suffer  without  having  any  way  to  really  ac^ust 
themselves  for  the  inevitable  in  some  instances. 

Yet  on  the  other  hand,  there  are  instances  where  we  have  been 
able  to  turn  the  situation  around  once  we  have  had  consultation 
and  we  know  that  the  plant  is  in  trouble  or  the  company  is  in  trou- 
ble; we  have  been  able  to  turn  some  of  those  situations  around  by, 
for  example,  in  some  instances  giving  concessions,  as  we  did  in  the 
steel  industry,  as  a  matter  of  fact.  In  1983,  we  gave  about  $2.9  bil- 
lion worth  of  concessions  just  in  the  last  rounds  of  negotiations;  we 
gave  an  average  of  about  8  percent  concessions,  to  try  to  keep  these 
industries  on-stream.  When  we  know  the  fact  circumstances,  we 
want  to  help. 

So  that  is  why  I  think  it  is  important  that  this  legislation  not 
only  help  in  terms  of  providing  a  little  bit  of  assistance  for  all  of 
those  that  do  not  have  unions.  But  also  provide  an  even-handed  ap- 
proach, I  think,  for  all  workers  in  this  countrj^. 

We  think  every  employer  has  a  responsibility.  It  should  be,  in 
my  judgment,  a  cost  of  doing  business  to  treat  people  humanely. 
And  people  are  more  importcmt  than  capital,  in  my  judgment.  And 
I  think  it  can  be  worked  together  so  people  and  capital  can  get  the 
most  out  of  a  bad  circumstance. 

Certainly,  when  you  are  talking  about  plant  closure,  you  are  not 
talking  about  a  situation  where  I  think  you  are  going  to  have  a 
condition  where  you  are  going  to  have  people  who  are  going  to 
want  to  file  a  lot  of  lawsuits,  people  who  want  to  do  anything  that 
is  detrimental  to  that  particular  company. 

Every  time  we  have  had  a  notification  and  some  knowledge  that 
a  plant  or  company  is  in  trouble,  we  try  to  help.  And  I  think  that 
is  a  basic  point  that  I  want  to  make  here. 


414 

Senator  Simon.  All  right.  Let  me  just  make  an  observation. 
When  you  talk  about  consultation,  you  are  talking  about  some- 
thing very  different  than  what  they  fear  in  the  area  of  consulta- 
tion. 

May  I  ask  Mr.  Lynch  and  Mr.  Johnston  if  you  would  get  back  to 
me  and  to  Senator  Metzenbaum  and  to  the  Ranking  Members  with 
some  kind  of  a  report  within  ten  days— now,  the  report  may  be 
that  you  cannot  reach  any  agreement,  but  we  want  to  move  this 
legislation  as  rapidly  as  we  can. 

So  if  we  can  give  this  assignment  to  the  two  of  you  and  ask  for 
some  kind  of  a  report,  positive  or  negative,  within  ten  days.  All 
right? 

Mr.  Lynch.  Sure. 

Mr.  Johnston.  Yes. 

Senator  Simon.  We  thank  all  of  you  for  your  testimony. 

Our  next  witness  is  the  honorable  James  Scheibel,  a  member  of 
the  City  Council  from  St.  Paul  and  the  Chair  of  the  League  of 
Cities  Human  Development  Committee. 

Mr.  Scheibel.  Thank  you.  Senator. 

Senator  Simon.  Thank  you.  We  welcome  you  here,  Mr.  Scheibel. 

STATEMENT  OF  HON.  JAMES  SCHEIBEL,  CITY  COUNCIL  MEMBER, 
ST.  PAUL,  MN,  AND  CHAIRMAN,  NATIONAL  LEAGUE  OF  CITIES 
HUMAN  DEVELOPMENT  COMMITTEE 

Ml'.  Scheibel.  Mr.  Chairman,  we  appreciate  this  opportunity  to 
appear  today  before  the  Subcommittee. 

S.  538  represents  a  key  step  to  assist  cities  in  dealing  with  the 
problems  of  worker  dislocation  caused  by  plant  closings.  The  enor- 
mity of  the  plant  closing  problem  today  and  its  effect  upon  both 
the  workers  involved  and  the  cities  in  which  these  industries  are 
based  demands  the  very  type  of  action  which  this  legislation  initi- 
ates. We  commend  your  leadership  and  your  efforts. 

Structural  changes  in  the  economy  have  left  staggering  numbers 
of  skilled  workers  from  declining  industries  without  work  and 
without  prospects  for  new  jobs  in  their  communities.  These  workers 
face  difficult  problems,  especially  in  communities  with  long-term 
high  unemployment  rates. 

Between  1979  and  1984,  nearly  11.5  million  Americans  were  dis- 
placed or  dislocated  from  jobs  primarily  in  manufacturing  indus- 
tries. Findings  indicate  that  closings  were  not  isolated  to  one 
region  of  the  country. 

Of  displaced  adults  who  had  worked  at  least  three  years  in  their 
jobs,  the  Labor  Department  found  that  one-fourth  were  unable  to 
find  a  new  job.  Older  persons,  women  and  minorities  had  the  great- 
est difficulty  gaining  new  jobs.  Of  those  dislocated  workers  who 
found  work,  45  percent  earned  less  than  chey  had  at  their  previous 
jobs. 

The  National  League  of  Cities  municipal  policy  is  explicit  in  its 
support  of  the  passage  of  legislation  based  upon  many  of  the  tenets 
premised  in  S.  538.  .As  the  level  of  government  closest  to  dislocated 
workers  and  sources  of  employment,  local  governments  experience 
first-hand  the  needs  of  dislocated  workers.  We  are  all  too  familiar 
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with  the  chain  of  problems  linked  to  the  closing  of  a  community's 
main  source  of  employment  or  the  impact  of  large-scale  layoffs. 

These  events  can  devastate  communities  not  only  financially  but 
in  terms  of  human  dignity  and  self-respect.  The  loss  of  a  ms^or  em- 
ployer or  a  substantial  reduction  in  the  number  of  jobs  available 
causes  the  community  to  face  the  loss  of  its  tax  base,  the  ability  to 
raise  revenue,  and  the  loss  of  consumer  purchasing  power. 

We  have  supported  Title  HI  of  JTPA  as  the  primary  resource  for 
assisting  American  workers  and  industries  which  have  fallen 
victim  to  decline  and  dislocation,  but  our  experience  has  led  us  to 
believe  that  there  are  improvements  which  need  to  be  made  and 
can  be  made  in  the  current  model. 

The  best  approach  to  the  problem  is  to  know  in  advance  that  a 
closing  or  permanent  layoff  is  planned.  The  primary  benefit  of  ad- 
vance notice  is  that  it  permits  the  widest  possible  array  of  actions 
to  preclude  or  at  least  mitigate  the  impact  of  plant  closings  or  lay- 
offs. In  this  regard,  the  National  League  of  Cities  applauos  the  in- 
clusion in  S.  538  of  requirements  and  timetables  for  advance  notifi- 
cation of  plant  closings  or  permanent  layoffs. 

The  League  of  Cities  further  applaucfs  the  requirement  that  the 
unit  of  local  government  in  the  commxmity  in  which  a  plant  clos- 
ing or  layoff  is  planned  be  among  the  parties  notified  of  such  plans. 
To  have  local  elected  officials  aware  of  such  plans  from  the  begin- 
ning is  to  maximize  their  potential  for  leadership  and  their  time  to 
develop  preventive  incentives\and  effective  intervention  strategies. 

The  mere  knowledge  of  a  planned  closing  or  layoff  even  well  in 
advance  is  not  enough  to  ensure  that  the  best  possible,  course  of 
action  is  followed.  What  will  ensure  that  the  best  possible  course  is 
followed  are  preparedness  on  the  parts  of  everyone  involved,  and  a 
developed  capacity  to  identify,  analyze  and  address  the  needs  of  the 
situation.  In  this  regard  we  support  the  concept  of  rapid  response 
teams  that  would  be  established  at  the  State  level. 
^  The  Nation's  locally-elected  officials  feel,  however,  that  one  addi- 
tional component  is  needed  in  this  legislation  to  ensure  that  the 

{)reparedne8S  and  the  capacity  to  deal  with  plant  closings  and  mass 
ayoffs  are  developed  and  in  place  at  the  level  at  which  they  are 
most  critical.  That  level  is  the  local  level,  that  "front  line"  to 
which  I  referred  earlier. 

In  order  for  communities  and  local  governments  to  be  prepared 
for  closing  and  layoffs  and  to  have  a  developed  capacity  to  mter- 
vene  effectively,  it  is  essential  that  funds  for  planning  and  response 
strategies  be  earmarked  for  SDAs  and/or  units  of  local  govern- 
ment. 

We  recommend  that  an  amount  equal  to  20  percent  of  the  total 
funds  allocated  to  the  States  under  the  Worker  Readjustment  Act 
be  designated  for  funding  local  preparedness  strategies  and  capac- 
ity development. 

We  would  recommend  that  the  formula  for  allocating  these  funds 
be  based  in  part  on  the  severity  of  the  economic  decline  and  job 
loss  in  the  designated  area. 

I  would  like  to  just,  in  my  closing  minute,  mention  two  examples 
in  the  State  of  Minnesota.  One  occurred  in  Albert  Lea,  when  tney 
found  out  in  November  of  1983  the  plant  was  shut  down.  Because 
of  the  advance  notice,  a  local  man  purchased  the  company  and 
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through  local  funding  and  working  with  the  State  and  the  fobs 
^A^^  ^  °^  1984:  that  facility  begtm  VciS 

meat  products  under  the  Farmstead  food  label.  l«cKaging 

niiSfT  o^.«*y  in  April  of  1984,  ;ve  learned  that  the  Whirlpool 
Sifi  n;!?^^*"^!*^  employees.  We  had  ten  monffi^: 

J^^n^^  I^"^^^  ^  '^o''^  '^th  them,  of  those  800 

tA^T^'- 12?  'fere^involved  in  a  program,  and  80  j^rcent  were 
thaffeid  ^w'"^  fl^'  average  wage  at  $7.21.  It  wiTtecau^ Tf 
inW       ^®  cooperation  among  tho  vocational  schools, 

labor  and  others  that  we  were  able  to  take  action. 

We  believe  that  vdth  S.  588.  it  ensures  and  encourages  that  kind 
of  cooperation  so  cities,  workers  and  all  involved  cmT  address  the 


Senator  Simon.  We  thank  you  very  much  for  your  testimony. 
[The  prepared  statement  of  Mr.  Scheibel  foUows:] 
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STATEMENT 


OF 


JAMES  SCHEIBEL,  COUNCIL  MEMBER,  ST*  PAULi  MINNESOTA 


FOR  THE 


NATIONAL  LEAGUE  OF  CITIES 


MARCH  26,  1987 


Good  morning,  Mr*  Chairman*    I  am  James  Scheibcl#  City  Council 
Member  from  St*  Paul,  Minnesota*    I  serve  «s  Chairman  of  the  Human 
Development  Committee  of  the  National  t>&A^9ue  of  cities  and  on  the 
Governor's  Job  and  Training  council* 

I  am  testifying  today  on  behalf  of  the  publicly  elected 
officials  of  over  16,000  of  our  nation's  cities  and  towns* 

We  appreciate  this  opportunity  to  appear  before  t^ie 
subcommittee  to  express  our  enthusiastic  support  foe  the  Economic 
Dislocation  and  Worker  Adjustment  Assistance  Act*    NLC  supportc^d 
a*n*  1616,  the  major  plant  closing  legislation  introduced  M'«ri:;q 
the  99th  Congress*    Becatise  of  that,  we  are  pleased  th^c  the 
sponsors  of  s*  536  have  made  significant  improvements  on  an 
already  important  piece  of  legislation  -  particularly  those 
changes  which  directly  involve  local  government* 

S*  536  represents  a  key  step  to  assist  cities  in  dealing  with 
the  problems  of  worker  dislocation  caused  by  plant  closings*  The 
enormity  of  the  plant  closing  problem  today  and  its  effect  upon 
both  the  workers  involved  and  the  cities  in  which  these  Industries 
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are  based  demands  the  very  type  of  action  which  this  legislation 
initiates.  We  comaend  the  leadership  and  support  exemplified  by 
you  and  your  cosponsors. 

Structural  changes  in  the  economy  have  left  staggering  numbers 
of  skilled  workers  from  declining  industries  without  work  and 
without  prospects  for  new  jobs  in  their  communities.  These 
vork-srs  face  difficult  problems^  especially  in  communities  with 
long-term  high  unemployment  rates. 

Between  1979  an^  1984,  nearly  11.5  million  American  workers 
were  displaced  or  "dislocated"  from  jobs  primarily  in 
manufacturing  industries.    For  each  of  these  jobs,  an  additional 
1.4  to  2.0  jobs  arc  lost  in  related  industries  in  the  general 


Additional  findings  indicate  that  closings  were  not  isolated 
to  one  region  of  the  country,  but  occurred  everywhere  within  the 
states.    Between  1981  and  1984,  the  hardest  hit  areas  were  in  the 
East  North  Central,  South  Atlantic  and  Pacific  regions  of  the 
Unites  States. 

Of  displaced  adults  who  had  worked  at  least  three  years  in 
their  jobs,  the  Labor  Department  found  that  one-fourth  were  unable 
to  find  a  new  job.    Older  persons,  women  and  minorities  had  the 
greatest  difficulty  gaining  new  jobs.    Of  those  dislocated  workers 
who  found  work,  45  percent  earned  less  than  they  had  at  their 
previous  jobs. 


economy. 
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NLC  municipal  policy  is  explicit  in  its  support  for  the 
passage  of  legislation  based  upon  many  of  the  tenets  premised 
within  S,  538.    As  the  level  of  government  closest  to  dislocated 
workers  and  sources  of  employment,  local  governments  experience 
first  hand  the  needs  of  the  dislocated  worker.    We  are  all  too 
familiar  with  the  chain  of  problems  linked  to  the  closing  of  a 
community's  main  source  of  employment  or  the  impact  of  large  scale 
layoffs. 

These  events  can  devastate  communities  not  only  financially 
but  in  terms  of  human  dignity  and  self-respect.    The  loss  of  a 
major  employer  or  a  substantial  reductio.^  in  the  number  of  jobs 
available  causes  the  community  to  face  the  loss  of  its  tax  base, 
the  ability  to  raise  revenue,  the  loss  of  consumer  purchasing 
power.    It  forces  an  increase  in  the  need  and  cost  of  community 
support  services  to  respond  to  juvenile  delinquency,  crime, 
divorce  and  mental  illness* 

We  >*ave  supported  Title  III  of  JTPA  as  the  primary  resource 
for  assisting  American  workers  and  industries  which  have  fallen 
victim  to  decline  ind  dislocation,  but  our  experience  has  led  us 
to  believe  that  chere  are  improvements  which  need  to  be  made  and 
can  be  made  in  the  current  Title  III  model.    It  Is  in  this  regard 
that  I  wish  to  oCfer  some  general  comments  and  one  specific 
recommendation  on  S.  538. 
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The  best  possible  approcch  is  to  know  —  in  advance  —  that  a 
closing  or  a  permanent  layoff  is  planned*    The  primary  benefit  of 
advance  notice,  is  that  it  permits  the  widest  possible  array  of 
actions  to  preclude  —  or  at  least  mitigate  the  impact  of  —  a 
plant  closing  or  layoff,    in  this  regard,  the  National  League  of 
Cities  applauds  the  inclusion,  in  S.  538,  of  requirements  and 
timetables  for  advance  notification  of  planned  closings  and/or 
permanent  layoffs. 

NLC  further  applauds  the  requirement,  that  the  unit  of  local 
government  in  the  community  in  which  a  plant  closing  or  layoff  is 
planned  be  among  the  parties  notified  of  such  plans.    To  have 
local  elected  officials  aware  of  such  plans  from  the  beginning  is 
to  maximize  their  potential  for  leadership  and  their  time  to 
develop  preventative  incentives  and  effective  intervention 
strategies. 

The  mere  knowledge  of  a  planned  closing  or  layoff  —  even  wel^ 
in  advance  —  is,  however,  not  enough  to  ensure  that  the  best 
possible  course  of  action  is  followed,    what  will  ensure  that  the 
best  possible  course  is  followed  are: 

-  preparedness  on  the  parts  of  everyone  involved;  and 

-  a  developed  capacity  to  identify,  analyze  and  address  the 
needs  of  the  situation. 

In  this  regard,  we  support  the  concept  of  rapid  response  teams 
that  would  be  established  at  the  state  level.    We  also  endorse 
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concept  o£  the  tripartite  advisory  council,  the  requirements  £or 
labor  management  negotiations,  the  mix  of  basic  readjustment  and 
retraining  services,  and  the  inclusion  of  units  of  local 
government  as  eligible  grant  recipients  for  funds  under  WRAP* 

The  nation's  local  elected  officials  feel,  however,  that  one 
additional  component  is  needed  in  this  legislation  to  ensure  that 
tiic  oreparedness  and  the  capacity  to  deal  with  plant  closings  and 
mass  layoffs  are  developed,  and  in  place,  at  the  level  at  which 
they  are  most  critical*    That  level  is  the  local  level,  that 
"front  line"  to  which  I  referred  earlier* 

In  order  for  communities  and  local  governments  to  be  prepared 
for  closings  and  layoffs  and  to  have  a  developed  capacity  to 
intervene  effectively,  it  is  essential  that  funds  for  planning  and 
response  strategies  be  earmarked  for  S0As  and/or  units  of  local 
government*    We  therefore  recommend  that  an  amount  equal  to  20 
percent  of^  the  total  funds  allocated  to  states  under  the  Worker 
Readjustment  Act  be  designated  for  funding  local  preparedness 
strategies  and  capacity  development*    We  would  recommend  that  the 
formula  for  allocating  these  funds  be  based,  in  part,  on  the 
population  of  the  SDAs  and/or  localities,  and,  in  part,  on  the 
severity  of  economic  decline  and  job  loss  in  each  designated  area* 

In  addition  to  being  prepared  for  and  capable  of  responding  to 
plant  closings  and  mass  layoffs,  SDAs  and  local  governments  would 
benefit  from  funding  by  taking  pre-emptive  measures  to  help  ailing 
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industries  re-tool  or  expand,  to  retrain  workers  for  in-demand 
jobs,  and  to  better  assess  the  dynamics  and  the  needs  of  their 
local  economies* 

I  would  like  to  present  to  the  subcommittee  examples  of  how 
local  intervention  and  state  cooperation  in  combination  of  the 
JTPA  program  assisted  two  communities  in  Minnesota  faced  with  the 
Closing  of  a  major  source  of  employment* 

The  Mayor  of  Albert  Lea,  Minnesota  learned  in  November  of  1983 
that  Wilson  Foods  planned  to  shut  down  its  plant  in  that  city  and 
layoff  1,900  employees.    Wilson  was  the  largest  employer  in  this 
southern  Minnesota  municipality  of  approximately  19,000  residents. 

Quick  action  from  the  city  led  to  a  local  man's  purchase  of 
the  plant  and  the  retention  of  the  jobs.    City  officials  worked 
closely  with  the  state  government  and  a  locsl  development  agency 
to  package  loans  for  the  purchase  and  operation  of  the  plant.  In 
March  19.84,  the  facility  began  packaging  meat  products  under  the 
Farmstead  Foods  label. 

Albert  Lea  officials  had  tried  to  take  a  more  active  role  in 
the  operation  of  the  plant  as  early  as  the  1970 's,  when  it 
unsuccessfully  pushed  Wilson  for  greater  capital  investments. 
City  officials  were  well  aware  that  Wilson  might  close  the 
facility  even  before  they  caught  wind  of  it.    Wilson  was  in 
bankruptcy  court  and  had  threatened  a  closing  during  negotiations 
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with  the  union  in  the  summer  of  1983.    Wilson  wanted  to  sell  the 
facility  but  cooperated,  for  the  most  part,  with  the  city. 

The  city  and  the  local  development  agency  —  Jobs,  Inc.  — 
have  been  involved  in  several  other  cases  in  which  local 
management  teams  have  purchased  operations.    In  the  most  recent 
case,  a  local  metal  finishing  plant  came  under  the  control  of  a 
large  corporation  with  little  interest  in  such  an  operation. 
Fearing  the  facility  would  close,  the  city  and  Jobs,  Inc.  provided 
loans  and  technical  advise  to  a  local  management  team  that  took 
over  the  facility  in  early  1986.    The  company,  ALMCO,  employs  32 
people . 

Another  example  occurred  in  late  April  1984,  when  Whirlpool 
announced  it  would  close  its  800-employee  St.  Paul  facility  in 
early  1985.    The  city  immediately  began  work  with  the  company,  the 
labor  unions  and  the  state  government  to  prepare  for  the  closure. 
The  long  lead  time  allowed  the  city  to  initiate  highly  effective 
job  training  and  placement  activities  that  have  since  attracted 
attention  nationally.    Of  the  almost  400  Whirlpool  workers  who 
participated  in  the  city's  dislocated  worker  project,  about  80 
percent  were  placed  in  jobs  with  an  average  hourly  wage  of  $7.21. 

At  the  start  of  the  St.  Paul  efforts,  city  staff  was  able  to 
take  the  time  needed  to  survey  Whirlpool  workers  and  determine 
what  programs  to  offer.    One  unexpected  finding  of  the  survey  was 
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that  22  percent  of  the  workers  needed  basic  literacy  training,  and 
so  adult  education  became  a  key  component  of  the  retraining  and 
placement  effort* 

In  addition,  the  city  offered  counseling  to  help  workers 
determine  what  type  of  training  and  jobs  to  pursue.  The  city's 
vocational  school  established  a  special  course  for  Whirlpool 
workers ♦    The  St.  Paul  program  also  included  on-the-job  training, 
development  of  job  search  skills,  individualized  retraining, 
support  groups  for  the  workers  and  other  elements ♦  whirlpool 
established  a  program  for  workers  as  well,  providing  some  job 
search  assishance,  counseling  and  skills  training. 

The  success  of  this  dislocated  worker  project  depended  on 
close  cooperation  between  the  various  governments,  community 
groups,  the  company  and  the  unions.    Contacts  had  to  be 
established  and  coalitions  built  before  the  program  could  work. 
The  city  worked  with  the  unions,  the  state  AFL-CIO,  Minnesota's 
Department  of  Education,  its  neighborhood  councils,  the  state  job 
service,  whirpool,  and  other  groups.    Such  coordination  would  have 
been  impossible  without  ten  months  of  time  between  Whirlpool's 
announcement  of  the  closing  and  the  shutdown  of  the  plant. 

tn  this  case,  the  city  and  the  workers  were  lucky.    A  plant 
closing  law  institutionalizing  advanco  notice  and  requiring 
communication  among  the  city,  the  workers  and  the  company  would 
ensure  the  proper  environment  for  successes  similar  to  that  of  St. 
Paul's  in  the  whirlpool  case.    Moreover,  the  Dislocated  worker 
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Units  proposed  in  S*  538  should  be  a  joint  state- local  unit*  The 
local  government  is  where  the  people  work  and  the  business  is* 

Our  nation  is  at  serious  risk  if  we  fail  to  act  now  to 
shore-up  our  sagging  econonic  standing  in  the  international 
marketplace  and  it  Is  through  saving  our  valuable  human  resources 
that  we  can  continue  to  compete  abroad* 

The  legislation  we  discuss  today  addresses  many  of  the 
concerns  voiced  by  our  nations  locally  elected  officials*  Every 
efforfc  must  be  made  to  prevent  the  dislocation  of  a  community  work 
force*    This  bill,  through  its  requirement  for  the  employer  to 
work  jointly  with  local  government  and  employees  is  a  good  faith 
attempt  to  find  a  viable  solution  for  all  concerned* 
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Senator  Simon.  Next,  we  have  a  panel  made  up  of  Mr.  Jack  Kle- 
pinger,  who  has  already  been  introduced  by  Senator  Hatch,  and 
Carl  Struever— with  the  umlaut  in  there  

Mr.  Struever.  We  lost  it  about  100  years  ago. 

Senator  Simon  [continuing].  From  Baltimore,  Maryland,  Chair- 
man of  the  Private  Industry  Council  there. 

Mr.  Klepinger? 

STATEMENT  OP  JACK  KLEPINGER,  CHAIRMAN,  WEBER-MORGAN 
COUNTY  CHAIRS  ASSOCIATION  PRIVATE  INDUSTRY  COUNCIL 
AND  CHAIRMAN,  NATIONAL  ASSOCIATION  OP  PRIVATE  INDUS- 
TRY  COUNCILS,  OGDEN,  UT,  AND  CARL  STRUEVER,  CHAIR. 
MAN,  PRIVATE  INDUSTRY  COUNCIL,  BALTIMORE  METROPOLI- 
TAN MANPOWER  CONSORTIUM,  BALTIMORE,  MD 

Mr.  Klepingkr.  Thank  you,  Mr.  Chairman. 

I  appreciate  the  opportimity  to  testify  on  these  important  issues 
of  economic  ac^ustment  for  the  dislocated  workers. 

As  you  know,  my  name  is  Jack  Klepinger,  and  I  am  the  General 
Manager  of  Wells  Cargo  in  Ogden,  Utah.  We  are  a  manufacturer  of 
trailers,  and  we  have  plants  in  Indiana,  Georgia  and  Texas  as  well 
as  in  Ogden. 

Today  I  am  going  to  be  speaking  as  the  Chairman  of  the  Private 
Industry  Council,  Incorporated  in  Qgden,  Utah,  as  well  as  Chair- 
man of  the  National  Association  of  Private  Industry  Councils. 

My  PIC  involvement  began  in  1982,  and  in  1984, 1  became  Chair- 
man of  the  Private  Industav  Council,  Inc.,  which  serves  the  Weber- 
Mor^an  Counties  in  Utah.  Then  in  1985, 1  was  elected  to  the  Board 
of  Durectors  of  the  National  Association  of  Private  Industry  Coun- 
cils and  became  its  Chair  in  October  of  1986. 

As  Private  Industry  Councils  and  specifically  the  private  sector 
members  have  become  more  sure  of  their  roles  in  the  employment 
and  training  arena,  and  it  is  exciting  to  see  that  this  new  energy 
develops  and  becomes  a  part  of  the  finding,  training  and  placing  of 
the  unemployed,  there  is  finally  an  entity  that  has  alWed  the 
many  players  in  employment  and  training  to  sit  down  and  work  to- 
gether for  a  common  cause.  This  in  turn  is  adding  new  linkages  to 
making  the  program  even  stronger.  And  one  of  the  encouraging  as- 
pects of  the  Private  Industry  Council  evolution  has  been  the  desire 
to  get  to  those  hard-to-reach  unemployed.  This  is  a  difficult  task, 
but  one  that  has  become  primary  in  many  Private  Industry  Coun- 
cils across  the  land. 

These  points  about  Private  Industry  Council  involvement  merely 
exemplify  the  interest  level  in  existing  programs  as  well  as  becom- 
inga  significant  partner  in  the  issues  of  the  dislocated  worker. 

There  are  several  principles  that  we  believe  should  guide  the  de- 
velopment of  a  new  or  expanded  effort  in  resolving  the  dislocated 
worker  issues.  Public/private  partnerships  should  be  an  underlying 
basis  for  all  programs.  Private  Industry  Councils  are  uniquely 
structured,  qualified  and  committed  to  bring  that  partnership  to 
bear  in  meeting  the  problems  of  plant  closings  and  permanent  lay- 
oRs  at  the  local  Ivel. 

In  February,  as  you  know,  the  NAPIC  held  a  national  busmess 
forum  of  PIC  chairs.  We  developed  a  resolution  which  was  unani- 
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mously  approved  and  the  bottom  line  of  that  resolution  was  that 
PICs  want  to  be  actively  involved  in  resolving  the  various  needs  of 
the  dislocated  worker.  Therefore,  any  new  or  restructured  program 
should  mandate  an  active  role  for  PICs,  and  the  delivery  system  for 
dislocated  workers  should  be  structured  upon  the  Job  Training 
Partnership  Act  delivery  system. 

We  feel  that  the  State  Job  Training  Coordinating  Councils  need 
to  be  active  partners  with  the  PICs  and  should  be  restructured  to 
reflect  greater  business  involvement. 

Now,  there  are  obviously  other  points  that  should  be  included  in 
any  new  legislation,  such  as  the  need  for  rapid  response  and  imme- 
diate availability  of  resources  on  short  notice. 

The  key  to  successful  legislation  is  providing  flexibility  so  that 
each  local  area  can  react  as  appropriate.  And  the  groups  that  are 
in  place,  with  their  hands  on  the  pulse  of  the  employment  issues, 
are  the  PICs. 

It  is  with  this  recognition  of  the  local  role  that  NAPIC  and  its 
Board  of  Directors  and  its  membership  support  the  provisions  of 
Senate  Bill  539.  We  support  it  because  it  provides  the  guidelines 
and  specifications  for  a  State-local  dislocated  worker  delivery 
system  that  involves  input  of  Governors,  State  Councils,  PICs,  and 
local  elected  officials. 

Let  us  not  frustrate  the  successful  evolution  of  PICs.  Do  not  run 
parallel  systems.  Use  what  is  already Jn  place. 

Thank  you. 

Senator  Simon.  I  thank  you. 

[The  prepared  statement  of  Klepinger  follows:] 
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Mr.  Chaimanr  Members  of  the  Subcoaaittees,  X  appreciate  the 
opportunity  to  testify  today  on  the  important  issues  of  economic 
adjustment  assistance  for  dislocated  workers*  I  an  Jack  Klepinger* 
Chairnan  of  the  Private  Industry  Councilr  Incorporated  of  Ogden* 
Utah.  I  also  am  speaking  today  as  Chairnan  of  the  National 
Association  of  Private  Industry  Councils  (NAPIO)* 

The  Private  Industry  Council,  Inc*  is  a  non-profit  organization 
headed  by  business  and  community  volunteers  that  serves  as  grant 
recipient  and  administrative  entity  for  the  Job  Training 
Partnership  Act  {JTP^)  in  Weber  and  Morgan  Counties,  Utah*  I  have 
been  a  member  of  the  PIC  since  1982  and  chairnan  since  1984*  In  our 
cocamunity,  as  in  many  others  across  the  nation,  we  have  built  a 
strong  working  relationship  with  local  elected  officials  and  the 
governor*  We  are  proud  that  the  tine  spent  —  as  volunteers, 
elected  representatives  or  professional  administrators  and 
educators  —  has  resulted  in  high  quality  job  training  prograns 
that  benefit  unenployed  and  disadvantaged  citizens  in  our 
community* 

NAPIC  is  the  only  national  nenbership  organization  for  private 
industry  councils  (PICs) *  It  is  a  non-proCit  organization  with  an 
elected  board  of  directors  fron  among  Pic  chairpersons,  business 
representatives  and  PIC  adninistrators*  Membership  is  open  to  all 
PICS  and  state  Job  Training  Coordinating  Councils  (SJTCCs) *  The 
Association    seeks    to    strengthen    volunteer    leadership    on  PICs 
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through  educational  seminars  and  foruns/  Informational  services  and 
active  efforts  to  foster  PIC  peer  to  peer  consunication  and  problem 
solving*  I  have  been  a  member  of  the  Board  for  two  years  and 
Chairman  since  October^  1986* 

Mr*  Chairman^  addressing  the  needs  of  workers  who  Icse  their 
jobs  permanently  because  of  structural  economic  adjustments  is  a 
long-term  problem  and  will  require  development  of  lon^-torm 
strategies*  The  problem  has  been  well  documented  by  this 
Subcommittee,  among  others,  and  need  not  be  reiterated  hetc»* 
Responding  to  this  challenge  will  require  leadership  at  all  levels 
of  public  life* 

In  our  view,  there  is  an  important  role  for  private  sector 
employers  as  one  ele3)cnt  of  this  leadership  that  must  be  tapped* 
And  PICs  represent  an  important  forum  to  gain  the  involvement  of 
employers  at  the  local  level*  PICs  constitute  the  major 
business-led  institution  that  can  focus  business  in-put  and  support 
for  efforts  to  design  and  implement  economic  adjustment  strategies 
and  institutional  responsiveness  in  the  local  labor  market* 

As  you  know,  private  industry  councils  wore  established  on  a 
demonstration  basis  in  1978*  The  successes  of  these  early 
partnerships  between  business,  labor,  coamunicy  groups,  government 
agencies  and  elected  representatives  laid  the  groundwork  for  the 
overwhelming  bipartisan  passage  of  the  Job  Training  Partnership  Act 
of  1983  which  seeks  to  institutionalize  piCs  as    a    key    clement  of 
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the  local  «mployiaent  and  training  policy  structure.  The  results 
have  been  generally  positive  and  we  continue  to  see  an  evolution  of 
business  participation  and  PIC-elected  official  cooperation  that 
suggests  th:^t  the  Congress  had  a  good  idea  that  ocrits  your 
continued  support* 

In  the  brief  tine  available  to  us  today,  we  would  like  to  lay 
out  several  principles  that  we  "believe  should  guide  the  development 
of  a  new  or  expanded  effort  to  assure  the  continued  productivity 
and  econoaic  independence  of  dislocated  workers.  These  principles 
have  eserged  from  the  experiences  of  the  many  PiCs  which  are 
currently  operating  dislocated  worker  programs. 

Public/private  partnerships  should  be  an  underlying  basis  for  all 
pCograat«  Private  Industry  Councils  are  uniquely  structured, 
qualified  «nd  coia«itcd  to  bring  that  partnership  to  bear  in  meeting 
the  prcbleas  of  plant  closings  and  pernanent  layoffs  at  the  local 
level • 

NAPIC  sponsored  a  National  Business  Forum  of  Private  Industry 
Council  Chairpersons  on  February  1-3,  1987.  At  that  time  over  200 
PICs  confirmed  that  a  major  area  of  concern  among  business 
volunteers  was  the  need  to  continue  the  development  of  an  effective 
local  delivery  structure  for  dislocated  workers.  Attached  to  this 
statement  is  a  resolution  adopted  unanimously  at  this  recent  forum 
urging  Congress  and  the  President  to    utilize    the    experience  and 
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expertise  of  PXCs  to  coordlnater  ovcrsccr  and  nanagc  the 
Isplenentatlon  of  the  delivery  of  services  to  di8locatc<S  ^workers* 

As  you  can  seer  the  cessage  of  PIC  chairs  is  loudr  clear  and 
unaninous.  PXCs  were  created  by  Congress  to  serve  ss  a  forun  to 
address  the  need  to  coordinate ^educationr  job  training r  and  social 
services  in  the  local  labor  market*  Econocaic  adjustnent  assistance 
for  dislocated  workers  is  a  key  element  in  the  Denu  of  conisunity 
resources*    PZCs  are  experienced  and  want  to  be  involved. 

Any  new  or  restructured  prograa  should  saandate  an  active  role  for 
Private  Industry  Councils* 

PXCs  exist  at  the  coosunitv  level  where  the  aissions  and  goals 
of  federal  legislation  t&ust  be  turned  into  programs.  As  PZCSf  we 
are  concerned  about  how  a  program  will  work  in  Peoriar  Ogden  or 
Seattle. 

PXCs  include  most  of  the  key  policy  making  Institutions  \.«.  :t 
will  be  involved  In  local  programs.  PXC  membership  include{« 
representatives  of  organized  labor r  local  educationr  the  employment 
servicer  economic  developmentr  vocational  rehabilitation  at^iencies 
and  community  based  organizations*  Xn  additionr  they  have 
developed  close  working  relationships  with  local  elected  officials 
at  the  city  and  county  level.  Purthermorer  they  are  developing 
partnerships  with  those  state  agencies  that  arc  critical  to  the 
local  coordination  of  services* 
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Above  all/  however,  piCs  bring  the  business  community  to  the 
table  in  a  manner  and  to  a  degree  that  does  not  exist  in  any  other 
place,  some  ten  thousand  business  volunteers  serve  on  PICs.  It  is 
a  resource  that  can  be  strengthened  but  not  one  that  you  will  be 
able  to  duplicate. 

Thi  dtllviry  lyites  for  dislocated  workers  should  be  structured 
upon  the  JTPA  delivery  systea. 

As  PIC  volunteers,  we  are  concerned  that  a  restructuring  of 
adjustment  services  not  lead  to  a  parallel  delivery  system  to  JTPA. 
The  JTPA  system  has  some  four  years  of  experience  in  operating 
programs.  Under  JTPA,  states  and  localities  have  developed 
coordination  mechanisms  among  the  various  agencies  that  will  be 
called  upon  to  serve  dislocated  workers.  PiCs  arc  already  mandated 
to  engage  in  joint  planning  with  the  employment  service  and  have 
developed  joint  efforts  with  welfare  agencies,  vocational  schools 
and  community  colleges,  among  others.  Many  also  work  with  local 
economic  development  agencies  to  cap;-,ure  new  jobs  for  their  clients 
and  all  of  them  have  a  network  of  employers  who  use  the  JTPA  system 
to  fill  job  orders. 

State  Job  Training  Coordinating  Coi*^^: ilii  need  to  be  active  partners 
With  loctl  PICs  and  should  be  restructur*xS  to  reflect  greater 
business  involvement. 
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we  are  of  the  mind  that  the  state  Job  Training  Coordinating 
Councils  established  under  JTPA  be  utilized  as  the  councils  for 
state  level  program  services  and  coordination  under  this  program* 
New  legislation  should  clearly  set  out  the  responsibilities  of  the 
state  councils*  In  our  view,  the  councils  should  be  modified  to 
reflect  business  leadership  as  is  the  case  with  PiCs* 

While  the  above  are  major  points  in  the  experience  of  PICs,  we 
might  mention  other  points  that  should  be  included  in  any  new 
legislation*  An  economic  adjustment  assistance  program  needs  a 
rapid  response  capability  at  the  state  level*  Above  all,  this 
means  the  capacity  to  make  resources  available  on  short  notice,  at 
least  by  traditional  government  and  public  contracting  standards* 
Technical  assist«snce  will  be  needed  at  both  the  state  and  local 
level*  Provision  for  federal  leadership  in  developing  and 
implementing  such  assistance  should  be  included  in  new 
legislation*  Legislation  should  provide  flexibility  so  that 
dislocated  workers  can  receive  comprehensive  services  appropriate 
to  individual  needs* 

ReconmendationB 

After  careful  review  of  each  bill  (S*538  and  S*539)  on  the  part 
o£  the  NAPIC  Board  of  Directors  and  consultation  and  communication 
with  our  membership,  NAPIC  is  confident  in  stating  that  the 
delivery  system  established    under    the    administrative  structures 
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provided  in  S«539/  as  proposed  by  the  U*S*  Department  of  Labor/ 
would  provide  a  stronger #  more  effective  delivery  system  for  the 
nation's  workforce* 

The  Administration's  bill  recognizes  the  need  for  a  local  role 
in  the  delivery  system*  Most  importantly/  it  sets  up  a  process 
whereby  local  delivery  areas  and  administrative  structures  will  be 
established  in  accordance  with  an  agreement  between  the  Governor/ 
and  local  elected  officials  and  the  JTPA  PIC*  To  ensure  local 
comprehensive  planning  and  coordination  of  services  it  also  makes 
service  delivery  areas  under  the  Job  Training  Partnership  Act  tne 
buiL^ing  blocks  for  delivery  areas  under  the  dislocated  worker 
initiative* 

The  bill  specifies  that  entities  eligible  for  designation  as 
substate  grantees  include  PXCs  in  the  substate  areas  and  service 
delivery  area  grant  recipients  or  administrative  entities  under 
JTPA* 

Although  the  Administration's  bill  gives  broad  discretion  to 
Governors  in  the  design  of  program  systems/  it  also  gives 
appropriate  weight  to  a  government  policy  that  aspires  to  involve 
business  and  community  interests  through  existing  job  training 
institutions  especially  the  local  private  industry  councils*  It 
seems  to  us  that  the  use  of  these  councils/  whenever  possible/  is 
'an  important  part  of  this  program  structure*  At  the  same  time/  the 
bill    allows    the    Governor    to    evaluate    local    institutions  and 


-  7  - 


ERIC 


436 


resources  to  assure  effective  service  delivery  throughout  *:he  state 
emd  may  choose  a  different  approach* 

Since  plant-specific  centers  are  not  always  feasible  or 
practical/  a  locally  based  service  delivery  system  is  necessary* 
Important  to  local  communities #  this  proposed  system  could  serve 
small  employers  and  their  employees #  a  group  that  is  too  often 
overlooked  in  government  programs*  In  addition^  the  system  should 
also  serve  dislocated  workers  who  are  unemployed  as  a  result  of 
■ripple  effects"  in  the  local  economy r  or  who  initially  choose  not 
to  participate  in  plant  centers  but  later  feel  the  need  for  labor 
market  services^  or  who  have  otherwise  lost  their  jobs  with  no 
reasonable  expectation  of  finding  work  in  that  occupation, 
industry,  or  geographic  area* 

Finally,  under  the  Administration's  proposal,  the  state  Job 
Training  Coordinating  Council  established  by  JTPA  would  be  changed 
and  provided  with  broader  advisory  authority  over  the  state's  labor 
market  policies*  It  would  continue  to  be  responsible  for  promoting 
coordination  of  employment  and  training  related  programs  including 
those  providing  economic  development,  education,  training,  and 
social  services*  It  would  also  advise  the  Govetnor  on  the 
structure  and  policies  for  establishing  this  expanded  dislocated 
worker  program* 

We  believe  that  these  are  positive  steps  in  building 
public/private  cooperation* 
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Mr*  Chalroan,  NAPIC  believes  that  the  program  of  readjustment 
services  being  proposed  in  these  bills  represents  a  critically 
needed  addition  to  current  employment  and  training  policy*  As  we 
noted  above,  we  are  particularly  impressed  with  S»539,  because  its 
frame rs  have  grappled  with  the  difficult  questions  of  how  to 
structure  a  local  policy  and  program  delivery  component  to  a 
national  program,  and,  in  the  main,  have  answered  these  questions 
in  a  satisfactory  manner* 

Private  industry  Councils  are  and  will  remain  a  key  broker  of 
resources  for  the  dislocated  worker,  regardless  of  the  specific 
resolution  that  the  Congress  comes  to*  That  is  because  we  are 
cooaunity  institutions  with  a  responsibility  and  commitment  to 
problem  solving  for  American  workers*  We  are  confident  that  this 
Committee  will  retain  a  central  role  for  PICs  and  we  stand  ready  to 
assist  you  at  emy  tiine* 

Mr*  Chairman,  I  would  be  happy  to  answer  any  questions  you  may 
have* 
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K^TXOKAL  ASSCXIIATION  OP  PRIVATE  IKDUSTBY  COUNCILS 

RESOLUTION  PRESENTED  AND  ADOPTED  AT  THE 

1987  NATIONAL  BUSINESS  FORUM  OF 
PRIVATE  INDUSTRY  COUNCIL  CHAIRPERSONS 

Washington  Marriott  Hotel 
Washington,  D.C* 
February  2,  1987 


Whereas,  the  President  and  the  Congress  are  currently 
considering  measures  for  the  restructuring  o£  the  Nation's 
services  for  dislocated  workers;  and. 

Whereas,  the  Nation's  Private  Industry  Councils  and  Service 
Delivery  Areas  have  successfully  demonstrated  their  ability  to 
serve  this  population;  and. 

Whereas,  the  Job  Training  Partnership  Act  system  has  been 
federally  mandated  to  coordinate  the  local  delivery  of  employment 
and  training  services;  therefore. 

Be  It  Resolved,  that  the  National  Association  of  Private 
Industry  Councils  urges  the  President  and  the  Congress  to  fully 
utilize  the  experience  and  expertise  of  the  Private  Industry 
Councils  and  Service  Delivery  Areas  to  coordinate,  oversee,  and 
manage  the  implementation  of  the  delivery  of  services  to 
dislocated  workers  under  any  new  or  restructured  federal  program. 
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Senator  Simon.  We  have  a  vote  on  right  now,  and  it  will  be  fol- 
lowed by  another  vote,  so  we  will  have  to  take  a  15-  or  20-minute 
recess,  and  then  the  Subcommittee  will  resume. 

[Short  recess.] 

Senator  Simon.  The  hearing  will  be  resumed. 
Let  me  enter  into  the  record  a  statement  by  my  colleague  Sena- 
tor Gordon  Humphrey. 
IThe  prepared  statement  of  Senator  Humphrey  follows:] 
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STATEHRNT  OF  SRNATOR  CORDON  J.  HUMPHREY 


HEARING  ON  5.  538 
COMMITTBB  ON  LABOR  AND  HUMAN  RESOURCES 


GOOD  MORNING. 

MR  CHAIRMAN,  SEVERAL  WITNESSES  THIS  MORNING  WILL  FOCUS 
ON  TITLE  II  OF  S.  538,  THE  WORKER  ADJUSTMENT  LEGISLATION 
PENDING  BEFORE  THE  FULL  LABOR  AND  HUMAN  RESOURCES  COMMITTEE. 

BOTH  ARE  EXPERTS  IN  THEIR  OWN  RIGHT.     BOTH  HAVE  BEEN 
THROUGH  THE  AGONY  OF  ECONOMIC  DISRUPTION  CAUSED  BY  A  VARIETY 
OF  FACTORS.     I  HOPE  THE  MEMBERS  OF  THESE  SUBCOMMITTEES  LISTEN 
CAREFULLY  TO  THEIR  EXPERIENCES.     FAILURE  TO  HEED  THEIR 
WARNINGS  MAY  WELL  LEAD  TO  ECONOMIC  PARALYSIS. 

I  HAVE  CAREFULLY  REVIEWED  THE  TESTIMONY  GIVEN  DURING  THE 
FIRST  HEARING  AND  ONE  THOUGHT  COMES  TO  MIND.     DURING  THE 
PROCESS  OF  COLLECTIVE  BARGAINING,  THE  PARTIES—LABOR  AND 
MANAGEMENT—  HAVE  ONLY  ONE  GOAL.     BOTH  SIDES  TRY  FOR 
IMMEDIATE  MAXIMUM  ECONOMIC  GAIN  AT  THE  EXPENSE  OF  THE  OTHER 
PARTY.     THIS  MOTIVATION  IS  NATURAL  ENOUGH.     BUT  NEITHER  PARTY 
APPEARS  TO  GIVE  MUCH  THOUGHT  70  THE  LONG  TERM  IMPLICATIONS 
THAT  THEIR  AGREEMENT  WILL  HAVE  ON  THE  i:nALTn  OF  THEIR 
PARTICULAR  INDUSTRY . 

THE  PUBLIC  SAW  THIS  ONCF  AGAIN  AS  THE  UNITED 
STEELWORK ERS  AND  USX  CONCLUDED  LONG  AND,   I  hV  SURE,  DIFFICULT 
NEGOTIATIONS  THAT  ULTIMATELY  RESULTED  IN  A  REDUCTJON  IN  THH 
SI7.E  OF  USX*S  TOTAL  WORKFORCE.  PERHAPS,  MR  CHAIRMAN,  THESE 
LAYOFFS  COULD  HAVE  BEEN  AVOIDED  IF  THERE  HAD  BEEN  A  STATUTORY 
PROVISION  PLACED  ON  THE  BOOKS  MANY  YEARS  AGO  REQUIRING  THAT 
PARTIES  TO  A  COLLECTIVE  BARGAINING  AGREEMENT  NEGOTIATE  WITH 
0!;E  eye  ON  THE  LONG  TERM  CONSEQUENCES  THAT  THEIR 
nncySIONHAKIJ'G  HAJJ  on  .IOBP  and  the  liRCrHSTTY  FOR  RETRAU  II'r, 
PPOGimuS.  rAYP.R  A  LTTTI.R  MORE  CONI'OK  JiPHSE  Xti  PPTOR 
nAI'GAlNINO  WOULD  HAVE  MADF  POF  LE.*:S  rrOPf^JUC  OIJU^CATyOIi 
AFTER  THE  LATENT  ACnLEIXNT  WAS  RCACHI^n  IN  THE  STEEL  INDUSTPV. 

t  nr.LinvE  that  the  auto  j/orkers  have  reached  sortR  accord  with 

THE  auto  COni'ANIES  ON  .lOB  RETRA ICING.  PERHAPi.  IT  JiUOIlLD  BE  A 
REQUIRED  SUB.IfTT  OF  BAflGATNICG  POI!  ALL  OTiTR  "DECLINING* 

iNnu.sTRirp;  IT  ;:ig:!T  okviatp  the  iir.r.n  ron  pepepal  nETn.Mi  ir.r 
PPOfiPAiji;      r'«*  '^{rr;>f. 

RE.'JOUPfi* ;.  M»iK"i!r  !  f.l^  J'/V    A  ViVit'  nPNPriC*AL      VrV''  O" 
PLAIT  CLO'.U«*..S  Vitm\yyU  liV   r:-!/;*!!'!!?*.:  A  POS»   H  J'  MAVU-J'M'V 
OIANGE  ALO^G  i^UV  TriK\  i\S  Pli.<;t)irG  POP  THE  .SEIX-DEPEATy KG 

NOTICE  AND  C0Uf:UL7ATI0^-  PROVIMONS  CONTAINED  IN  TITLE  II  OF 
S.  538. 
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Senator  Simon.  Mr.  Struever,  I  am  sorry.  Please  proceed.  There 
is  not  much  I  can  do  to  control  voting  on  the  Floor. 

Mr.  Struever.  In  my  business  life,  I  am  President  of  Struever 
Brothers,  Eccles  and  Rouse,  a  real  estate  development  and  general 
contracting  company  in  Baltimore.  My  company  employs  95  work- 
ers and  had  sales  last  year  of  $25  million. 

In  my  civic  life,  my  goal  has  been  helping  others  to  self-sufficien- 
cy. So  job  training  is  my  focus,  and  I  work  as  Chairman  of  the  Bal- 
timore Metropolitan  Private  Industry  Council  and  also  act  as  Chair 
of  the  Education  and  Welfare  Employment  Task  Forces  of  the 
Maryland  Job  Training  Coordinating  CouncU. 

My  hope  is  that  the  smoke  about  the  plant  closure  part  of  the 
bill  will  not  obscure  the  very  important  discussion  of  the  real  job  of 
getting  unemployed  workers  dislocated  by  the  change  in  economy 
back  to  work  and  productive.  And  that  is  what  I  would  like  to  talk 
about. 

And  from  my  perspective  as  a  small  businessman,  laboring  in  the 
trenches  of  job  trainmg  programs  for  a  long  time,  I  find  the  intent 
of  both  Senate  Bills  538  and  539  refreshing.  These  proposals  give 
States  the  administrative  flexibility  and  funding  resources,  and  the 
funding  is  important,  because  we  get  a  lot  of  great  ideas  from 
Washington  and  often  no  money  to  do  anything  about  them,  and 
we  get  tne  flexibility  to  respond  early  and  quickly  to  business  work 
force  problems. 

Both  bills  encourage  the  States  to  offer  unemployed  workers  a 
wide  range  of  reemployment  help  customized  to  meet  their  individ- 
ual needs. 

What  is  upsetting  to  me  is  that  Bill  538  in  particular  fails  to 
build  on  the  existing  employment  and  training  system,  potentially 
fragmenting  and  diffusing  rather  than  integrating  and  coordinat- 
ing our  current  efforts. 

The  second  problem  is  that  the  funds  do  not  get  directly  down  to 
the  local  level  where  we  can  best  respond  to  work  force  and  busi- 
ness needs.  Oar  country  has  been  in  the  job  training  business  for  a 
long  time.  I  have  been  a  volunteer  in  the  Baltimore  PIC  for  nine 
years,  and  I  am  just  a  babe  in  the  woods  compared  to  some.  Work- 
ing as  a  public/private  partnership,  we  have  built  a  State  and  local 
service  delivery  system  that  is  responsible  and  accountable  for 
achieving  the  bottom  line  results  of  giving  the  unemployed  a  job. 

All  across  America,  at  both  the  State  and  local  levels,  under  the 
Job  Training  Partnership  Act,  there  are  active  teams  of  people 


ing  a  wide  range  of  programs  aimed  at  building  self-sufficiency. 
The  original  goal  in  establishing  these  teams— the  State  job  train- 
ing coordinating  councils  and  the  local  PICs— was  to  improve  co- 
ordination among  a  tangled  web  of  public  and  private  agencies  and 
thus  make  more  efficient  use  of  existing  resources.  Tn  three  years, 
these  teams  are  already  a  resounding  success,  beating  tougn  per- 
formance goals  again  and  again. 

This  success  stimulates  us  to  expand  the  responsibility  of  PICs 
and  the  State  coordinating  councils.  In  Maryland,  for  example,  the 
State  job  training  coordinating  council  now  convenes  a  welfare  em- 
ployment task  force  that  includes  four  businesspeople,  of  which  I 
am  one,  and  the  Secretaries  of  Employment  and  Training,  Econom- 


from  business,  labor,  community 


and  public  agencies  direct- 
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ic  and  Community  Development  and  Human  Resources.  This  high- 
level  interagency  group  is  charged  with  transforming  the  welfare 
bureaucracy  from  an  meome  maintenance  system  to  a  self-suffi- 
ciency system.  Called  Investment  in  Job  Opportunities,  the  plan- 
ning and  implementation  is  directed  by  local  welfare  task  forces  of 
the  State's  ten  PICs  that  are  out  there,  working  in  the  fields. 

In  reacting  to  the  staggering  50  percent  dropout  rate  in  the  Bal- 
timore City  PubUc  Schools,  our  PIC  organized  what  I  think  is 
America's  best  dropout  prevention  program  called  "Futures."  Fo- 
cusing energvand  funding  from  the  schools,  we  brought  together 
the  schools,  JTPA,  II-B  funding,  the  business  community,  church- 
es, city  health  and  recreation  departments  and  put  together  a  great 
project  for  500  kids  that  are  on  their  way  out  of  school. 

And  tomorrow,  the  PIC  convenes  a  task  force  that  will  adopt  a 
plan  to  integrate  the  Job  Service  into  what  we  are  already  doing 
with  the  PIC,  with  our  JTPA-funded  employment  and  trainmg  pro- 
grams into  one  comprehensive  and  comprehensible  public  labor 
market  exchange,  ^d  that  "comprehensible"  is  always  a  big  thing 
from  our  business  point  of  view. 

The  JTPA  management  structure,  the  State  coordinating  coun- 
cils and  the  local  PICs,  are  becoming  "the"  human  resource  devel- 
opment action  team  not  only  in  Maryland  but  in  many  other 
States  that  are  proven  effective  at  training  a  skilled  work  force. 

I  have  been  to  enough  conferences  to  hear  Bill  Brock— and  I 
think  he  is  a  great  guy — and  Roger  Semerad  preach  the  virtues  of 
coordination  to  know  we  do  not  need  a  separate  service  delivery 
structure  with  another  brand  new  advisory  council. 

Senate  Bill  538  is  a  fragmentation  of  effort.  Not  one  mention  is 
made  of  the  existing  PIC  and  State  coordinating  councils.  Even 
more  alarming  is  that  the  funds  never  make  it  down  to  the  local 
level.  One  bUlion  dollars  is  loft  to  the  discretion  of  a  combination  of 
the  Secretary  of  Labor  and  the  Grovemors. 

One  of  the  great  efficiencies  of  JTPA  is  its  effectiveness  at  get- 
ting funds  down  to  local  control  with  clear  accountability  and  little 
administrative  overhead. 

Work  force  needs  vary  tremendously  from  city  to  city  and  town 
to  town,  and  we  need  a  training  system  that  can  move  quickly  to 
respond  to  local  business  needs.  JTPA  put  implementation  and 
direct  program  administration  at  the  local  level  to  create  a  respon- 
sive system  that  is  accountable. 

Any  new  dislocated  worker  program  should  maintain  this  fine 
balance  between  local  planning  and  implementation  and  State 
oversight.  Nor  should  the  Federal  government  disrupt  this  balance 
by  holding  back  such  a  large  percentage  of  funds.  I  nave  not  heard 
anyone  in  recent  years  say  that  the  Federal  Government  knows 
how  to  spend  money  better  than  us  local  folks.  A  funding  split  of 
20  percent  to  the  Department  of  Labor  for  special  projects,  30  per- 
cent staying  at  the  State  level  for  statewide  mitiatives,  and  50  per- 
cent flowing  through  to  the  local  service  delivery  system  would  be 
the  most  effective. 

I  am  told  that  one  of  the  reasons  the  PICs  and  State  coordinating 
councils  are  left  out  of  Senate  Bill  538  is  that  labor  feels  left  out  of 
JTPA,  and  that  the  Trade  Adjustment  Act  is  their  program.  If  thjB 
country  is  truly  going  to  have  a  job  training  partnership,  then  we 
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do  not  need  a  business  training  system  and  a  labor  training  system. 
Rather  the  challenge  is  to  expand  labor's  role  in  the  existing  JTPA 
system.  When  providing  the  State  job  training  coordinating  coun- 
cils and  PICg'  funds  under  the  new  program.  Congress  should  man- 
date establishment  of  worker  reemployment  task  forces  under  the 
JTPA  structure.  These  task  forces  should  require  substantial  and 
meaningful  labor  participation. 

I  would  like  to  leave  you  with  two  key  points.  In  1981,  Congress 
created  an  excellent  management  structure  for  building  a  skilled 
work  force.  This  structure  is  called  the  Job  Training  Partnership 
Act.  Use  the  existing  system;  it  works.  And  second,  get  the  money 
down  to  the  local  level  where  we  know  what  business  needs. 

Thank  you. 

Senator  Simon.  Thank  you. 

[The  prepared  statement  of  Mr.  Struever  follows:] 
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In  ny  buslAcss  llXc,  I  on  President  of  Strwevcr  Bros.  Ecclcs  £  touse,  Inc. 
a  real  estate  developer  and  general  ccntractor  active  in  Baltirorc's 
rcvitaUzatioo.   ^V  coipany  crrploys  95  workers  and  had  ules  last  year  of  $25 
million.   In  ly  civic  life,  -I've  endeavored  to  help  those  not  as  fortunate  as  I 
get  a  chance  at  iwOdng  it  in  the  free  enterprise  systent.  My  goal  has  been 
helping  others  to  self  sufficiency,  so  job  training  is  xty  focus  and  I  work  as 
ChaixAftn  of  the  Baltiito.'tt  Hotropolitan  Private  Industry  Council  and  also  act  as 
Chair  of  the  Education  and  Welfare  Drployrcnt  Jtesk  Forces  of  the.Govemor's 
Brploynent  and  Itaining  Council. 

Frxxn  ry  perspdctivo  as  a  snail  businessnan  laboring  in  the  trenches  of  job 
training  prograss,  I  find  the  intent  of  both  Senate  Bill  1536  and  the 
Adninlstratioo*8  Senate  Bill  1539  refreshing.   A  skilled  wrktorce  is  critical 
to  our  eooaondc  prosperity  and  the  ccrpetitiwncss  of  AroricaJi  business  in  the 
vwrld  n&rketplace.  These  proposals  give  states  the  a&ninistrative  flexibility* 
and  funding  resources  tand  the  funding  is  essential  because  ve  get  a  lot  of 
great  ideas  from  the  Federal  Corrarrryint  with  no  noney  to  put  then  into  action) 
to  respond  early  and  q^iickly  to  business  workforce  probloas.   Both  bills 
encourage  the  states  to  offer  uncrplcyed  workers  a  wide  range  of  reerployn^t 
help  with  sexviocs  individualised  to  reet  each  worker's  specific  needs.  Khat*8 
upsetting  is  that  Bill  «538  in  particular  fails  to  bulXd  on  the  existing 
esploysTcnt  and  training  systcra,  potentially  fra^aenting  and  defusing  rather  than 
integrating  and  coordinating  cur  current  efforts. 

CXir  country  has  been  in  the  job  training  business  for  a  long  timj  -  I*ve 
been  a  volunteer  oa  the  Baltlrore  PIC  for  nine  years  and  I'm  just  a  babe  In  the 
w»ds  ocrpared  to  scrc.   Marking  as  a  public/private  partnership,  we've  built  a 
state  and  local  service  delivery  systen  that  is  responsible  and  accountable  for 
achieving  the  bottco  iine  rcsulU  of  giving  the  unerrploycd  a  jcb. 
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Ml  Across  Anerlca,  at  both  the  stAto  zi^  local  levels,  undsr  the  Job 
It^inlng  Fartnership  Act  there  are  active  tc«ss  of  people  fraa  business,  labor, 
coromity  groups,  and  public  agencies  dljnectlnj  a  wide  range  of  pivjrfLni.  aired 
at  hsildlng  self  sufficiency*  ihe  original  9oal  in  establishing  theso  teans  - 
state  jcb  training  coordinating  councils  and  local  Private  Industry  oouncils  - 
v«s  to  Ifiprcve  ooordlnaticn  aacng  a  tangled  vicb  of  public  and  private  agencies 
and  thus  mke  rore  efficient  use  of  existing  le^ouxcea.   In  three  years  these 
teaas  ere  already  a  resounding  success,  beating  tough  per£oxr»noe  goals  again 
end  again. 

Ohis  success  itlmilates  us  to  expand  the  responsibility  of  PiC's  and  state 
ooordinatijig  councils.   In  Maryland,  the  Coventor's  fitploynent  and  Training 
Oouncil  rw  oocrvenes  a  wslfax-o  c=plo>acnt  task  force  that  includes  four  businet  s 
people  end  the  Secretaries  of  BiployKcnt  and  Training,  Doonordc  an3  Conraunlty 
DeN'elopxnt,  and  Hisun  l^sources.   ^tls  high  level  interagency  group  is  diarged 
\dth  trans  forcdng  the  vclfare  bureaucracy  fron  an  Incane  nainterAJvoe  systcn  to  a 
self  sufficiency  systca.  Called  investscnt  in  Job  Opportunities,  the  planning 
and  ijTplcsaentatlon  is  directed  by  local  volfaze  task  forces  of  the  state's  10 
PIC'S. 

Reacting  to  the  staggering  50%  drop-out  rate  in  the  Baltlxasre  City  public 
Schools,  our  PIC  organized  Xaarica's  best  drJjp-cut  prevention  progra  called 
■Futures'  focusing  energy  and  funding  froo  the  sdicols,  CriTh,  the  business 
oocEunlty,  churches,  and  the  City  Bsalth  and  Itecxeation  DeparteenU.  Itnonw, 
the  Baltimore  PIC  convenes  a  task  force  that  will  adopt  a  plan  to  Integrate  the 
Job  Service  with  the  PIC*8  JIPA  oxploQpent  and  training  piUatia^s  into  one 
ocnprehefisive,  occprehensible  public  labor  cnrket  exchange. 

The  JTPA  Banagaaent  structurs  -  the  state  job  tralnij^  ooordlr^ting 
oouncils  and  the  local  PIC's  *-  are  becoalng  the  husan  rrsouroe  developcaent 
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action  teiaa  proven  effective  at  trainirg  a  skilled  workforce  for  toiorrow's 
eoooxjtty.  With  the  chaUenges  of  illiteracy,  disconnected  youth,  and  huge 
nisnatches  beti^en  a  changing  econony  denanding  itore  skills  and  a  shrinking 
workforoe  with  less  skills,  we  need  a  corprehensive,  integrated  erployrent  and 
training  syctai, 

I»ve  been  \o  enough  conferences  to  hear  Bill  Brock  and  Roger  Sererad  preach 
the  virtues  of  coonlirjition  to  know  we  don't  need  a  separate  service  delivery 
structure  with  another  brand  new  advisory  council.   Senate  Bill  1538  is  a 
fragmentation  of  effort.   Not  one  mention  is  made  of  the  existing  pic  and  state 
coordinating  councils.   Ever*  wore  alarming  is  that  the  funds  never  nake  it  down 
to  the  local  level.   Cne  billion  dollars  is  left  to  the  discretion  of  a 
canbination  of  the  Secretary  of  Labor  and  tl^e  Governors. 

One  of  the  great  efficiences  of  OTPA  is  its  effectiveness  at  getting  funds 
dwn  to  local  control  with  clear  accountability  and  little  adninistrative 
overhead.  VJorkforce  needs  vary  trcnendously  fran  area  to  area,  ^technologies 
change  ever  nore  rapidly.   Me  need  a  training  systera  that  can  rove  quickly  to 
respond  to  local  business  needs.   JTPA  put  itrplementation  and  direct  program 
adnoinistration  at  the  local  level  to  create  a  responsive  systera  accountable  to 
local  needs.   Under  Om,  the  state  coordinating  council  plays  a  key  role  in 
setting  policy,  coordinating  and  monitoring  services  at  the  state  level, 
providing  nanagcjnent  and  technical  assistance  to  local  progranis,  and  running 
statewide  deixnstraticn  projects. 

Any  new  dislocated  worker  prograa  should  maintain  this  fine  balance  between 
local  planning  and  Jjiplcnentation  and  state  oversight.   Nor  should  the  Federal 
govcntrent  disrupt  this  balance  hy  holdincj  back  such  a  large  percentage  of 
funds.   I  haven't  beard  anyone  in  recent  years  say  that  the  Federal  govemrent 
knows  better  hew  to  spend  itoney.   The  whole  concept  of  OTPA  was  to  get  direct 
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control  of  pibllc  programs  closer  to  the  people  and  businesses  being  served.  A 
funding  split  of  20%  to  the  Departoent  of  Labor  for  special  projects,  30* 
staying  at  the  state  level  for  statewide  initiatives,  and  50%  nowing  through  to 
the  local  service  delivery  system  would  be  the  sost  effective. 

As  a  businessperson,  cne  of  the  constant  frustrations  of  wridng  in  a 
public/private  partnership  with  goverrrient  is  that  the  rules  are  constantly 
changing.  Prograns  ocroe  and  go  with  confusing  frequency,  JTOA  Title  III  is 
here  onfe  day  and,  just  as  we  get  smart  at  using  it,  it's  gone  the  next,  instead 
of  tiiilding  on  success  and  learning  fron.e^qperience,  we  leap  froo  cne  alphabet 
BCK^  to  another*  Ihere  are  -10,000  businesspecple  active  on  Pic's.  As  we  get 


better  at  our  jobs,  we  get  core  excited  and  more  effective.  Ihere  is  no  surer 
way  to  turn  off  tMs  energy  than  to  start  dismantling  the  cysten  ana 
establishing  a  vhole  other  ocnpetitive  structure. 

I'd  told  that  one  of  the  reasons  the  pic's  and  state  coordinating  councils 
are  left  out  of  Senate  Bill  #538  is  because  labor  feels  left  out  of  jtoa  and 
'that  the  Trade  Adjustinent  Act  funds  going  into  the  new  dislocated  worker  prograa 
is  "their*  prograa.   Unocnfortable  with  business  majorities  nandatcd  by  law  for 
'PIC'S,  labor  prefens  a  separate  systeo  where  they  have  raore  control. 

If  this  country  is  truly  going  to  have  a  job  training  partnership,  then  we 
don't  need  a  "business"  traiiiing  system  and  a  "labor"  training  system.  Rather 
the  challenge  is  to  e^q^and  labor's  role  in  the  existing  JlPA  systec.  Wien 
providing  state  job  training  oocrdinating  councils  and  Pic's  funds  under  this 
new  dislocated  wor)cer  progran.  Congress  should  randate  establishment  of  worker 
recKploycent  task  forces  under  the  3TPA  structure*  H)ese  PIC  task  forces  would 
require  substantial  and  meaningful  labor  participation. 

This  team  approad)  would  make  the  jcb  training  partnership  of  JTPA 
strcnger.  Build  on  success.   Set  measurable  goals  arx3  provide  clear 
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accountability*   Bxsourage  a  oociprehenslve,  cocprehensible  eqployaaent  and 
training  systero.  Coordinate  and  build  on  effective  use  of  existing  resources* 
Establish  a  unified  management  structure*  Get  the  flexibility  and  the  funding 
dcxrfn  to  the  local  level  where  we  really  know  what  workers  and  business  need. 
Ihe  intention  of  hsth  Senate  Bills  #538  and  #539  is  right  on  the  coney.  To 
cxxapete  with  the  J^»nese  ve  don't  need  protectionist  policy  -  we  need  a  skilled 
laborforoe  ready  to  work  with  busine^   to  adapt  quickly  to  the  denands  of  a 
dianging  eoonccy* 
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Senator  Simon.  One  question  for  both  of  you.  If  we  were  to  in- 
volve the  PICs  in  S.  538  in  a  more  meaningful  way,  and  aside  from 
the  controversial  plant  closing  side  of  it,  does  the  l^islation  look  to 
you  like  it  makes  sense? 

Mr.  Struever.  I  think  the  whole  key  there  is  using  the  existing 
s3^m.  The  flexibility  built  into  the  bill  as  written  in  terms  of  the 
wide  range  of  services  offered  to  workers,  the  broad  definition  of 
what  a  dislocated  worker  is,  is  excellent.  So  I  think  the  flexibility  is 
there,  the  concept  and  intent  is  there,  and  all  we  are  asking  is  flow 
it  through  the  existing  system;  it  works  well. 

Senator  Simon.  Mr.  Klepinger,  do  you  agree? 

Mr.  Klepinger.  I  certainly  concur  with  that.  I  am  not  certain 
that  I  totally  imderstand— why  put  it  into  538  if  539  spells  it  out  as 
clearly  as  I  feel  that  it  is  so  well-stated. 

Senator  Simon.  We  thank  you  both  very,  very  much  for  your  tes- 
timony and  for  your  work  in  the  local  community.  What  we  need 
to  have  is  clearly  more  working  together,  and  you  are  part  of  that, 
and  we  commend  you  for  it. 

Mr.  Kj  trpinger.  Thank  you  for  the  opportunity. 

Senator  Simon.  Our  final  panel  consists  of  Eleanor  Holmes 
Norton,  Donna  LeClair,  and  Raxil  Yzaguirre. 

Eleanor  Holmes  Norton  was  a  leader  in  the  Carter  Administra- 
tion, where  she  chaired  the  EEOC  and  has  done  outstanding  work 
in  a  host  of  areas.  We  are  very  honored  to  have  you  here. 

You  are  here  representing  the  Pull  Employment  Action  Council 
today. 

STATEMENTS  OF  ELEANOR  HOLMES  NORTON,  FULL  EMPLOY- 
MENT  ACTION  COUNCIL,  WASHINGTON,  DC;  RAUL  YZAGUIRRE, 
PRESIDENT,  NATIONAL  COUNCIL  OF  LA  RAZA,  WASHINGTON, 
DC,  AND  DONNA  LE  CLAIR,  PRESIDENT  ELECT,  DISPLACED 
HOMEMAKERS  NETWORK,  AND  DIRECTOR,  BAY  STATE  SKILLS 
CORPORATION,  BOSTON,  MA 

Ms.  Norton.  I  am. 

Mr.  Chairman,  let  me  apologize  in  advance  to  you  and  to  my  two 
colleagues  on  the  panel  that  I  will  directly  have  to  leave  after  I  tes- 
tify and  after  you  ask  me  a  few  questions,  because  of  previous  com- 
mitments. But  I  am  pleased  to  have  the  opportunity  to  testify  here 
before  you  this  morning  concerning  this  very  important  issue. 

Thank  you  for  inviting  me  to  appear  here,  and  I  do  so  on  behalf 
of  the  National  Committee  for  Full  Employment,  and  offer  our 
views  on  problems  faced  by  dislocated  workers  and  the  need  for  a 
more  comprehensive.  Federally-assisted  system  for  economic  adjust- 
ment and  retraining. 

I  am  accompanied  today  by  NCFE  Executive  Director  Calvin 
George. 

I  also  serve  as  Chair  of  JOBS  USA,  an  NCFS-sponsored  and 
newly-established  project,  working  with  broad-based  local  coalitions 
in  six  pilot  States  on  developing  innovative  emplojrment  and  train- 
ing models  for  dislocated  workers  and  new  entrants  to  the  work 
force,  whose  opportunities  in  the  mainstream  labor  market  are 
being  severely  constricted. 
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I  am  confident  that  JOBS  USA  State  coalitions  will  welcome  re-  ^ 
newed  Federal  leadership  on  the  employment  policy  front  and 
would  embrace  the  strong  role  given  to  States  in  the  proposed  Eco- 
nomic Dislocation  and  Worker  Adjustment  Assistance  Act,  S.538. 

I  am  going  to  summarize  the  rest  of  my  testimony.  Let  me  also 
say  that  my  interest  in  this  derives  also  from  the  fact  that  I  am  a 
Professor  of  Law  at  Georgetown  University  Law  Center  where  I 
teach  labor  law,  which  keeps  me  in  touch  with  some  of  the  desper- 
ate problems  raised  by  structural  unemployment  today. 

Contrary  to  popular  perceptions,  Mr.  Chairman,  economic  dislo- 
cation is  not  purely  a  'rust  belt"  problem,  isolated  in  the  highly- 
industrialized  Midwest  and  Northeast  regions  of  the  country  and 
primarily  affecting  highly-skilled  and  highly-paid  blue-collar  work- 
ers. Rather,  it  is  a  national  problem,  reaching  into  every  State  of 
the  Nation. 

Analysis  of  the  BLS  data  shows  that  rates  of  dislocation  are  actu- 
ally the  highest  in  two  regions  of  the  South  Central  and  Rocky 
Mountain  States.  The  industrial  Midwest  is  actually  the  region 
with  the  fourth-highest  dislocation  rate,  though  the  absolute  num- 
bers of  dislocated  workers  are  greater  there,  since  overall  that 
region  has  a  larger  work  force. 

The  National  Committee  for  Full  Employment  has  conducted  its 
analysis  of  BLS  data  and  reviewed  other  major  studies  to  ascertain 
the  impact  of  economic  dislocation  on  the  low-  and  middle-income 
minority  and  female  work  force.  A  copy  of  the  special  analysis  will 
be  inserted  into  the  record. 

The  special  analysis  shows  a  majority  of  dislocated  workers  in 
the  BLS  survey,  or  55.5  percent,  had  wages  on  their  previous  jobs 
well  below  the  average  age  for  all  U.S.  workers,  and  the  highest 
rates  of  dislocation  can  be  found  in  the  40  percent  of  the  work  force 
below  the  average  wage.  Rates  of  dislocation  are  highest  for  His- 
panic workers,  at  14.4  percent,  and  blacks,  at  12.5  percent,  during 
^  the  1981-85  period,  in  contrast  to  11.9  percent  for  whites.  But  you 
'  will  note  how  close  these  percentages  are  for  all  three  groups, 
showing  a  terrible  disparity  on  whites,  Hispanics  and  blacks  alike. 

Black  workers  tend  to  have  periods  of  joblessness  after  disloca- 
tion that  are  twice  as  long  as  the  overall  mslocated  worker  popula- 
tion and  experience  significantly  higher  earnings  losses.  The  earn- 
ings losses  for  black  blue-collar  medes  are  50  percent  higher,  while 
income  loss  for  white-collar  and  service  sector  black  males,  though 
fewer  in  numbers,  is  2.8  times  greater  than  the  average.  While 
female  workers  of  all  population  groups  have  somewhat  lower  rates 
of  dislocation,  their  periods  of  joblessness  following  dislocation  are 
twice  as  long  as  for  their  male  counterparts,  and  they  are  signifi- 
cantl3  iiore  likely  to  drop  out  of  the  work  force  altogether. 

Black  workers  who  have  had  health  insurance  coverage  prior  to 
dislocation  are  at  least  50  percent  more  likely  to  lose  their  cover- 
age after  losing  their  job. 

But  the  number  of  economic  losses  tell  only  part  of  the  story. 
Long-term  unemployment  leads  to  despair,  illness,  alcoholism,  and 
other  mental  health  problems;  family  breakdown  and  bomeless- 
ness.  The  lack  of  economic  opportunity  leads  especially  in  ixard-hit 
communities  and  regions  to  forcing  people  into  the  underground 
cash  economy,  doing  domestic  work  and  day  labor,  collecting  and 


ERIC 


457 


452 


hauling  recyclables,  and  even  perhaps  into  the  underground  illegal 
economy. 

People  are  ingenious  and  live  off  of  their  wits.  This  is  how  people 
often  survive,  but  it  is  a  poor  way  to  survive,  with  no  benefits,  no 
protections,  and  no  way  to  plan  for  the  future.  It  undercuts  the 
American  way  of  life  and  the  American  standard  of  living. 

What  can  be  done? 

I  want  to  particularly  commend  the  authors  of  this  initiative  for 
its  comprehensiveness  and  foresight.  Not  only  are  the  provisions 
for  worker  retraining  and  education,  rapid  response  teams  to  iden- 
tify workers  e  *rly,  and  income  support  during  training  essential, 
but  so  are  too  the  provisions  for  advance  notice  and  consultation 
with  communities. 

I  know  these  latter  provisions  have  been  the  lightning  rods  for 
your  hearings  thus  far.  But  it  is  these  provisions  that  will  make  it 
possible  to  both  deliver  effective  retraining  and  other  readjustment 
services  and  provide  the  oppo:  unity  to  make  a  real  contribution  to 
improving  productivity  and  competitiveness  in  the  American  econo- 
my. 

Thank  you,  Mr.  Chairman. 

[The  prepared  statement  of  Ms.  Norton,  with  an  attachment,  fol- 
lows:] 
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Mr.  Chairman  and  Members  of  the  Goomitteer  I  am 
Eleanor  Holmes  Norton.    Thank  you  for  inviting  oe  to 
appear  here  today  on  behalf  of  the  National  Comniittee 
for  Full  Employment  (NCPE)  and  offer  our  views  on, the 
problems  faced  by  dislocated  workers  and  the  need  for  a 
more  comprehensive,  federally  assisted  system  for 
economic  adjustment  and  retraining.    I  am  accompanied 
today  by  NCFE  Executive  Director  Calvin  George. 

I  also  qerve  as  Chair  of  JOBS  USA,  an  NCFE  spon- 
sored and  new.ry  established  project  working  wich  broad- 
based  local  coalitions  in  six  pilot  states  on  developing 
innovative  employment  and  training  models  for  dislocated 
workers  and  new  entrants  to  the  work  force,  whose 
opportunities  in  the  mainstream  labor  market  are  being 
severely  constricted.    I  am  confident  that  JOBS  USA 
state  coalitions  will  welcome  renewed  federal  leadership 
on  the  employment  policy  front  and  would  embrace  the 
strong  role  given  to  states  in  the  proposed  Economic 
Dislocation  and  worker  Adjustment  Assistance  Act, 
S.  538. 

As  you  know/  Mr.  Chairman,  recent  surveys  by  the 
U.S.  Department  of  Labor's  Bureau  of  Labor  Statistics 
(BLS)  reveal  the  enormity  of  the  worker  dislocation 
problems  we  face  as  a  nation.    The  most  recent  BLS  data 
clearly  shows"  that  between  1981  and  X986,  io.8  million 
workers  lost  their  jobs  due  to  business  and  facility 
closures  and  permanent  lay-offs,    over  5  million  of 
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these  workers  had  held  the  specific  job  they  lost  for  3 
years  or  more,  while  countless  others  had  extensive  work 
experience  on  other  jobs*    We  are  experiencing  large 
structural  shifts  in<  eicploynent  and  unemployment  among 
experienced  workers,  and  the  problems  are  getting  worse 
not  better*    The  rate  of  job  loss  has  been  higher  in  the 
1980 *s  than  the  1970 *s  and  cannot  be  explained  by 
traditional  fluctuations  in  the  business  cycle* 
"Economic  recovery"  no  longer  means  factories  adding 
back  the  second  and  third  shifts*    And  yet  this  image 
represents  only  part  of  the  problem* 

Contrary  to  popular  perceptions,  Mr*  Chairman, 
economic  dislocation  is  not  purely  a  "rust  belt"  problem 
isolated  in  the  highly  industrialized  Midwest  and 
Northeast  regions  of  the  country  and  primarily  affecting 
highly  skilled  and  highly  paid  blue  collar  workers* 
Rather  it  is  a  national  problem  reaching  into  every 
state  of  the  nation*    Further,  analysis  of  BLS  data 
shows  that  the  ** rates  of  dislocation"  are  actually  the 
highest  in  two  regions  of  the  South  Central  and  the 
Rocky  Mountain  states*    The  industrial  Midwest  is 
actually  the  region  with  the  fourth  highest  dislocation 
rate,  though  the  absolute  numbers  of  dislocated  workers 
are  greater  there  since  overall  that  region  has  a  larger 
workforce* 

The  National  Committee  for  Full  Employment  has 
conducted  its  analysis  of  BLS  data  and  reviewed  other 
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major  «tudi««  to  ascertain  the  impact ♦of  economic 
dislocation  on  the  low/middle  income/  minority  and 
female  workforce*     (A  copy  of  the  NCFE  Special  Analysis 
—  "Economic  Dislocation  and  Adjustments    The  Impact  on 
Women  and  Minorities"  —  is  attached  for  your  review  and 
I  ask  that  it  be  made  a  part  of  the  record*)    The  NCFE 
Special  Analysis  shows; 

o       A  majority  of  dislocated  workers  in  the  BtS 
survey  or  55*5%  had  wages  on  their  previous 
job  below  the  average  wage  for  all  0»S* 
workers  and  the  highest  "rates  of  dislocation" 
can  be  found  in  the  forty  percent  of  the 
workforce  below  the  average  wage* 
o       Rates  of  dislocation  are  bi^nest  for  Hispanic 
workers  at  14.4%  and  blacks  at  12*5%  during 
the  1981  to  85  period,  in  contrast  to  11*9% 
for  whites* 

o       Black  workers  tend  to  have  periods  of  jobless- 
ness after  dislocation  that  are  twice  as  long 
as  the  overall  dislocated  worker  population 
and  experience  significantly  higher  earnings 
losses*    The  earnings  losses  for  black/  blue 
collar  males  are  50%  higher/  while  income  loss 
of  white  collar  and  service  sector  black  males 
(though  fewer  in  number)  is  2*8  times  greater 
than  the  average* 
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o      While  female  workers  In  all 'population  groups 
have  somewhat  lower  "rates  of  dislocation** 
their  periods  of  joblessness  following 
dislocation  are  twice  an  long  as  for  their 
male  counterparts  and  they  are  significantly 
more  likely  to  drop  out  of  the  laboi  force 
altogether* 

o       Black  workers  who  had  health  Insurance 

coverage  prior  to  dislocation  ar3  at  least  50% 
more  likely  to  lose  that  coverage  after  losing 
their  job. 

But  the  numbers  and  economic  losses  tell  only  part 
of  the  story*    Long-term  unemployment  leads  to  cuspalrf 
Illness,  alcoholism  and  other  mental  health  problems » 
family  breakdown  and  homelessness*    The  lack  of  economic 
opportunity  leads »  especlall;^  In  hard  hit  communities 
and  regions f  to  forcing  people  Into  the  "underground/ 
cash  economy"  doing  domestic  work  and  day  labor # 
collecting  and  hauling  recyclablesf  and  the  like* 
People  are  ingenious  and  live  by  their  wits*    This  is 
now  people  often  survive  but  it  is  a  poor  way  to 
survive,  with  no  benefits,  no  protections,  and  no  way  to 
plan  for  the  future*    It  undercuts  the  American  way  of 
life  and  the  American  standard  of  living* 

What  canr  be  done?    The  Economic  Dislocation  and 
Worker  Adjustment  Assistance  Act  (8*538)  you  are^ 
considering  would  put  us  on  the  right  path*    X  want  to 
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particularly  comMnd  the  atithori  o£  thii  initiative  for 
it!  comprehenii'-  mm  and  foreiight.    Not  only  are  the 
proviiioni  for  worker  retraining  and  education,  rapid 
reiponie  teacs  to  identify  workers  early,  and  inconie 
•upport  during  training  essential,  but  so  ar.e  too  the 
provisions  for  advance  notice  and  consultation  with 
corWnities*    I  know  these  latter  provisions  havo  been 
the  lightning  rods  of  your  hearings  thus  far.    Cut  it  is 
these  provisions  that  will  make  it  possible  to  both 
deliver  effective  retraining  and  other  readjustnent 
services  and  provide  the  opportunity  to  make  a  real 
contribution  to  improving  productivity  and  competitive- 
ness in  the  American  economy. 

.  The  goal  of  any  adjustaent  policy,  Mr*  Chairman, 
aast  be  to  facilitate  the  rapid  reeaploy»ent  of  dislo- 
cated workers  in  appropriate  jobs.    Successful  adjust- 
ment me.ins  that  there  is  limited  or  no  unemployment 
experienced  between  joba  and  that  new  jobs  fully  utilize 
dislocated  workers'  skills  and  allow  them  to  maintain, 
as  best  as  possible,  their  prior  standard  of  living.  A 
successful  aCjuitment  process  also  involves  limiting  a 
worker's  income  loss  during  the  transition.     (We  must 
remember  that  American  workers  also  constitute  our 
domestic  market  for  our  own  goods  and  services.) 

The  necessary  ingredient  in  all  of  these  efforts  is 
time  for  planning,  for  implementation  and  for  recruit 
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ing«    Vhit  r«quir«s  advaoc*  notice*    At  an  Office  of 

Technology  Atteataent  (OTA)  report  hat  ttated: 

The  beat  time  to  ttart  a  project  for 
ditplaced  workert  it  before  a  plant 
clotet  or  natt  layofft  begin; 
advance  notice  maket  early  action 
pottible  —  although  it  doet  not 
guarantee*  it*    Some  of  the  advan- 
taget  of  early  warning  are:     (1)  it 
it  eatier  to  enroll  workert  in 
adjuttment  programs  before  they  are 
laid  off;  (2)  it  it  eatier  to  enlist 
aanagert  and  workert  at  active 
participants  in  displaced  worker 
projectt;  (3)  with  tine  to  plan 
ahead,  services  to  workers  can  be 
ready  at  the  tine  of  layoff,  or 
before;  and  (4)  with  enough  lead 
tine,  it  is  tonetimes  possible  to 
avoid  layoffs  altogether* 

The  OTA  report  further  notes: 

Many  conpany  nanagers  see  advance 
notice  as  a  benefit  to  the  conpany 
itself,  by  inprovin^  relations  with 
the  remaining  workers,  enhancing  the 
c>&:.n&ny*s  reputation  in  the  comnun- 
ity,  and  conforning  with  conpany 
values  of  fair  and  ethical  treatnent 
of  its  employees* 

Recent  reports  by  business  organisations  such  as 

the  Conference  Board  and  the  Committee  for  Economic 

Development  also  point  out  the  importance  of  advance 

notice: 

Co«panies  should  provide  as 
much  notice  as  possible  of  decisions 
affecting  joba^  particularly  in 
catet  of  plant  closings^  work 
trantferSf  or  automation*  Advance 
notice  allows  employees  the  time  to 
adjust,  and  management  time  to  plan 
and  implement  business  moves  in  a 
way  that  minimizes  hardship* 
Companies  should  also  take  steps  to 
notify  the  local  community  and  state 
agencies  of  pending  plant  closings 
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In  prdtr  to  allow  tlmt  for  A 
coordlnattd  rtsponst*    (CC£0,  pp* 
44-55,  •mphasls  in  original). 

Both  survey  and  intarviaw 
participants  nott  that  advance 
notica  is  bantficial  to  toployoes 
^  and  is  an  assantial  alamant  in  a  «^ 
*  plant  closura  program*  ♦  ♦  ♦  Kotlce 
'is  also  critical ^bacausa  e  function^ 
ing  plant  is  parhaps,  tha  program's 
singla  nost  important  ^asourca* 
(Confaranca  Board »  p*  7} . 

Thasa,  I  baliava,  ara  wall  raasonod  an'l  balanced 
judgments  and  undargird  tho  need  for  a  comprehensive 
policy  ir^itiative* 

In  conclusion r  Mr*  Chairsan,  let  me  say  that  NCJfE'rf 
sister  organization,  the  Full  Employment  Action  Council 
(which  does  take  specific  positions  on  proposed  legisla- 
tion) is  prepared  to  assist  you  and  others  in  broadening 
public  understanding  of  and  support  for  this  initiative 
and  believes  that  it  deserves  the  highest  legislative 
priority* 

Thank  you  for  asking  us  to  appear  here  today*  Ve 
would  be  gXad  to  try  to  answer  any  questions  you  nay 
have* 
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American  workers  are  now  experiencing ^higher  ratss  of 
pexoanent  job  loss  than  in  thu  1970's,  the  result  of  greater 
Jajport  competition  and  technological  change  and  the  slack  labor 
market  of  the  1980*8.    Becont  Bureau  of  Labor  Statistics  (DLS) 
surveys  show  that  over  2  million  workers  are  dislocated  each  year. 
Unfortunately,  the  recovery  from  the  1981-82  recession  has  not 
reduced  the  amount  of  dislocation  affecting  American  workers,  as 
there  was  as  much  job  loss  in  1985  as  in  1983.    Research  based  on 
these  BLS  surveys  has  shown  that  dislocated  workers  experience 
lengthy  periods  of  joblessness,  the  loss  of  health  insurance  and 
reduced  earnings  in  their  new  jobs,  if  and  when  a  new  30b  is 
found.    As  this  report  shows,  minority  workers  are  more  likely  to 
permanently  lose  their  jobs  and  have  more  difficult  time  adjusting 
to  this  job  loss.    Although  women  workers  experience  proportion- 
ately less  job  loss  than  male  workers,  their  adjustment  experience 
is  more  difficult?  women  dislocated  from  their  jobs  experience 
longer  joblessness  and  larger  reductions  in  pay  ir,  their  new  jobs. 
This  report  presents  information  on  the  adjustment  experience  of 
wcaen  and  minority  workers  and  draws  fron  research  carried  out  by 
BLS  and  other  government  agencies. 

Job  Loss  Among  Minorities  and  Women 

Minority  workers  experience  disproportionately  high  rates  of 
job  loss  due  to  business  or  facility  closures  or  other  permanent 
layoffs.    This  can  be  seen  in  the  figures  in  Table  1  which  show 
the  percentage  of  the  workforce  experiencing  dislocation  in  the 
1981  to  1985  period,  by  demographic  group. 1    Black  workers  are 
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nore  likely  than  white  workers  to  have  lost  their  jobs,  12.5%  vs. 
11.9%.    The  group  experiencing  the  greatest  dislocation,  however, 
is  Hispanic  workers,  with  14.4%  of  the  Hispanic  workforce  losing 
their  jobs  in  this  period,    women  workers  of  each  demographic 
group,  on  the  other  hand,  have  lower  dislocation  rates  than 
comparable  males.    Overall,  male  workers  are  dislocated  at  a  rate 
forty  percent  greater  than  female  workers.    However,  as  is  shown 
below,  women  who  are  dislocated  suffer  much  longer  spells  of 
joblessness  than  male  worKers;  the  result  is  that  women  experience 
more  overall  joblessness  due  to  dislocation  than  men  even  though 
men  lose  jobs  more  frequently. 

Table  1 

Dislocation  of  Full-Time  Workers  by  Rac^,  Gender 
and  Hispanic  Origin,  1981^??  ~" 


Total  With        Worker  Dislocation  Dislocation 


Work 
Experience 
(00^*S) 

Plant 
Closing 
(000*s) 

Total 
(OOO^S) 

Plant 
Closing 

Total 

Total 
Hale 
female 

73,932 
43,295 
30,638 

4,176 
2,678 
1,498 

8,841 
5,905 
2,935 

5.6% 

6.2 

4.9 

12.0% 
13.6 
9.6 

White 
HaTe 
Female 

64,127 
38,183 
25,944 

3,608 
2,349 
1,259 

7,639 
5,188 
2,451 

5.6 
6.2 
4.9 

11.9 
13.6 
9.4 

Black 
Sale 
Female 

7,952 
4,100 
3,852 

454 
261 
192 

992 
588 
402 

5.7 
6.3 
5.0 

12.5 
14.3 
10.4 

Hispanic 
Hale 
Female 

4,188 
2,541 
1«647 

288 
183 
105 

601 
386 
215 

6.9 
7.2 
6.4 

14.4 
15.2 
13.1 
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Table  2  presents  data  on  the  average  length  of  joblessness 
experienced  following  dislocationr  broken  down  by  occupationr 
gender  and  race.^    Black  workers^  both  coale  and  femaler  have 
spells  of  joblessness  following  displacement  that  are  at  least 
twice  what  Che  average  dislocated  worker  experiences.    Among  blue 
collar  nale  workers r  blacks  suffer  30  raore  weeks  or  joblessness 
than  the  average  worker.    The  result  is  that  the  average  black 
blue  collar  worker  who  lost  his  job  was  out  of  vork  nearly  13 

Table  2 

Average  Joblessness  Following  Displace'^ent* 


Blue  Collar  White  Collar  S  Service 

Male  Fenale  Male  Female 


Average  Worher  25.1  weiks      44.7  weeks      12.4  weeks       23.1  weeks 

Black  Worker  55.1  weeks      97.4  weeks      38.8  weeks       61.1  weeks 

Black/Average  Ratio  2.20  2. IS  3.13  2.65 

*    Average  is  median  weeks  without  work. 

Source;      Michael  Podgursky  and  Paul  Swaim,  "The  Duration  Joblessness 
Following  Plant  Shutdowns  and  Job  Displacement"  August  198 6 « 
presented  to  the  Eastern  Economic  Association*  March  6,  1987. 


month sy  far  greater  than  the  lengthy  spell  of  nearly  half  a  year 
suffered  by  the  average  male  blue  collar  worker.  The  disparity 
between  black  workers  and  the  average  worker  is  even  greater  among 
both  male  and  female  white  collar  and  service  workers.  With 
proportionately  more  blacks  losing  their  job  and  with  greater 
joblessness  following  dislocation,  it  is  clear  that  dislocation 
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has  an  impact  on  the  black  comaunity  that  far  exceeds  that  of  the 
reaainder  of  the  population. 

Women  workers,  both  black  and  white,  have  prolonged  spells  of 
joHessness  following  dislocation.    Blue  collar  women,  on  average, 
were  without  work  for  ten  and  a  half  months  (44.7  weeks)  after 
losing  their  job,  an  amount  eighty  percent  longer  than  comparable 
male  workers.  Black  female  blue  collar  workers,  of  course,  suffer 
double  jeopardy  —  race  and  gender  —  and  were  jobless  nearly  two 


years. 


Even  though  white  collar  and  service  workers  suffered  less 
joblessness  than  blue  collar  workers,  the  racial  and  gender 
disparities  among  blue  collar  workers  holds  true  for  them  as  well, 
with  women  and  blacks  experiencing  far  longer  joblessness  than 
comparable  male  or  white  workers. 

Although  fewer  women  percentage-wise  experienced  a  job  loss 
in  recent  years,  thost  that  did  suffered  jobless  spells  far  longer 
than  men.    This  holds  especially  true  for  black  women.    As  a 
result,  the  amount  of  total  joblessness  created  hy  delineation  is 
tjreater  among  women  than  among  men. 3 

Unfortunately,  there  is  not  much  detailed  research  on  the 
Hispanic  population,    some  BLS  tabulations,  however,  do  indicate 
that  Hispanic  workers  have  great  difficulty  finding  new  jobs 
following  displacement.    Table  3  examines  the  labor  force  status 
of  all  workers  displaced  from  1979  to  1983  at  the  time  of  the 
first  BLS  survey       January  1984.    Hispanic  displaced  workers  were 
less  likely  to  have  found  new  work  and  more  likely  to  be  unem- 
ployed than  ware  displaced  white  workers.    For  black  workers  we 
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see  an  even  greater  likelihood  o£  being  unemployed  and  an  even 
lesser  chance  of  having  located  new  work. 

Table  3 

Januarvf  1984  Force  Status  of  workers  Displaced  From  1979"83 


All 
White 
Black 
Hispanic 


Reenployed 

61.5% 
64.5 
42.0 
55.7 


Unemployed 

24.7% 
22.0 
42.4 
30.2 


Hot  in 
Labor  Force 

13.8% 
13.5 
15.6 
14.1 


Total 

100.0% 
100.0 
100.0 
'•'10.0 


Sources 


Department  o£  Labor,  Bureau  of  Labor  Statistics, 
unpublished  tabulations.  Table  1,  pp.  5-8. 


Dislocation  and  Total  Unemployment 

An  examination  of  BLS  unemployment  data  shows  that  it  is  this 
greater  job  loss  and  joblessness  following  dislocation  that  has 
fueled  the  higher  unemployment  rates  of  blacks  in  the  1980 *s. 
Table  4  shows  the  unemployment  rates  for  black  adult  workers,  both 
male  and  female,  in  the  relatively  low  unemployment  years  of  1973, 
1979  fnd  1985.    Also  shown  are  the  figures  for  the  percentage  of 
the  black  labor  force  who  are  unemployed  because  they  lost  their 
job  in  either  a  temporary  or  permanent  layoff  (other  reasons  for 
unemployment  include  those  quitting  jobs  or  those  entering  or 
reentering  the  labor  force) . 
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Oreaployment  and  Job  I.O88  Anong  Blacfcs,  1973«1985 

Mult  Halmm  198S  I97>"  '  ^  1973 

1)  Oneaploya^n*-  rate  11.9%  79%  55% 

2)  Oneaployed  due  to  a  job  lots  8.1%  5.1%  3^2% 

Adult  Fenales 

1)    Onenployment  rate  11.9%  j^gi  3.0% 

2.5% 


2)    Unemployed  due  to  a  job  loss  4!8%  3^3% 


Source:    o.S.  Department  of  Labor,  Bureau  of  Labor  statistics. 

As  with  the  overall  uneoployment  rate,  unemployment  among 
black  workers  has  risen  as  we  have  come  out  of  the  last  two  major 
recessions,    m  particular,  unemployment  among  adv   ,  black  males 
more  than  double<L  from  1973  to  1985,  allowing  black  men  to  pull 
even  with  black  women  by  reaching  a  level  of  unemployment  at  11.9% 
in  1985.    Almost  all  of  this  increase  is  due  to  greater  unemploy- 
ment due  to  a  job  loss.    Of  the  6.4  percentage  point  increase  in 
unemployment  for  adult  black  males  in  the  1973-85  period  (11.9 
loss  5.5),  more  than  three-fourths  (8.1  less  3.2)  was  from  greater 
unemployment  attributed  to  job  loss.    Thus,  greater  job  loss  and 
the  resulting  uremploymen    is  the  ke^  reason  for  gre&ter  black 
male  unemployment.-*    On  averaqe  in  1985,  there  were  nearly  5%  more 
of  the  black  male  labor  force  out  of  work  due  to  -  job  loss  than 
in  1973. 

The  black  female  unemployment  rate  rose  less  than  the 
comparable  male  rate  in  this  period,  a  rine  of  2.9  percentage 
points  from  1973  to  1985.    Yet,  this  rise  was  also  fueled  by 
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greator  job  lossr  as  eighty  percent  of  the*2.9%  rise  in  unesploy- 
ment  (2.3%  of  the  2.9%)  arose  froa  greater  "job  loser"  unemploy- 
ment. 

It  is  reasonable  to  conclude  that  economic  dislocation  is  a 
particular?y  difficult  experience  for  black  workers  and  ii  also  a 
major  contributor  to  rising  black  unemployment.    Only  efforts  to 
reduce  job  loss  and  to  minimize  the  length  of  male  and  female 
unemployment  it  creates  will  he  able  to  reduce  unemployment  for 
both  male  and  female  blacks. 

Earnings  Losses  * 

Dislocation  creates  hardships  not  only  because  of  the  lengthy 
joblessness  that  it  crea*:9s  but  also  because  the  majority  of 
dislocated  workers  earn  less  in  their  new  employment,  if  and  when 
they  find  a  new  job.  Research  carried  out  by  Professors  Podgursky 
and  Swaim  of  the  University  of  Massachusetts  for  the  Department  of 
Labor  allows  us  to  examine  the  earnings  losses  of  black  and  female 
workers  dislocated  in  the  1979-83  period. 

The  figures  in  Table  5  show  the  reduction  in  weekly  earnings 
experienced  by  dislocated  workers  when  they  found  new  jobs.  The 
figures  represent  the  percentage  difference  in  the  weekly  pay  of 
the  new  job  and  the  weekly  pay  of  the  lost  job,  adjusted  for 
average  wage  growth  in  the  prior  occupation  in  the  intervening 
period.    Table  5  shows  that  dislocated  female  workers  who  become 
reemployed  do  so  with  compar^Me  or  greater  earnings  losses  than 
male  workers.    Vhile  blue  collar  workers,  both  male  and  female, 
had  earnings  losses  of  roughly  16%,  women  who  lost  white  collar  or 
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••rvlc.  jobs  txp«ri«nctd  nearly  doubU  tht-tarnings  loii  of  Mn 
<X6»2%  v.,  8»7I)  who  io«t  jobs  in  thatt  occupation.,    older  women 
and  wonen  with  lengthy  tenure  on  the  job  experienced  greater 
earnings  loeeee  than  the  a/erage  dielocated  woman  worker  and 
disproportionately  greater  losses  than  older  and  high  seniority 
■en  who  lost  their  jobs. 

Table  5 


1)  '  Average 

2)  Ages  50-61 

3)  Seniority  of  lo 
years  or  more 


Blue 

Collar 

Nhite 
and 

Collar 
Service 

Male 

Fenale 

hale 

female 

15.71 

15.81* 

8.71 

16.21 

17.7 

22.2 

18.2 

18.9 

21.5 

31.2 

19.8 

30.3 

Source  s 


Michael  Podgursky  and  Paul  Swaim,  "Labor  Market  Adjust- 
?S?f  J?^        Displacement:    Evidence  from  the  January, 
1984  Displaced  Worker  Survey,"  Final  Report,  Bureau  of 
International  Labor  Affairs,  U.S.  Department  of  Labor, 
January,  1986.  Table  7.  ?  wioor. 


These  data  show  that  women  workers  who  lose  their  jobs  tend 
to  experience  as  great  or  greater  earnings  losses  than  male 
workers  in  similar  occupations.    What's  astonishing  about  this  is 
that  women  workers  received  less  pay  than  men  on  the  jobs  that 
were  lost  —  forty,  percent  less  in  both  occupational  groups.  Vet, 
even  though  women  vera  dislocated  from  poor  paying  jobs  they  still 
managed  to  fall  farther  down  the  wage  scale. 
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Black  men  also  experienced  greater  than  average  earnings 
losses.    Black  men  who  lost  white  collar  or  service  jobs  experien- 
ced an  earnings  loss  in  their  new  job  that  was  161  greater  t:han 
the  loss  experienced  by  comparable  white  workers.  Similarly, 
dislocated  black#  blue  collar  workers  had  8%  greater  earnings 
losses  than  comparable  workers.    Black  women,  however,  experienced 
similar  or  slightly  lower  earnings  losses  than  comparable  white 
women  workers  who  lost  their  jobs. 

Overall >  women  and  pinority  workers  have  greater  difficulties 
in  sustaining  their  prior  standard  of  living  when  they  are  forced 
out  of  a  job.    That  is,  despite  the  fact  that  th^y  earn  less  than 
male  or  white  workers  in  the  lobs  the_Y  lose,  they  still  manage  to 
tumble  farther  down  the  economic  ladder. 

Conclusion 

This  paper  has  examined  the  adjustment  experience  of  ndnority 
and  women  workers  following  dislocation.    The  average  displaced 
worker  experiences  difficult  problems  following  displacement, 
including  lengthy  joblessness  and  reductions  in  their  standard  of 
living,    iret,  the  adjustaent  experiences  of  minority  and  women 
workers  are  even  harsher.    Blacks  are  more  likely  to  be  dis- 
located #  have  at  least  twice  the  duration  of  joblessness  following 
displacement  and,  at  least  for  black  men,  experience  far  greater 
earnings  losses  when  they  becor^e  reemployed.    Women  lose  jobs  less 
frequently  than  men  hut  because  they  suffer  far  longer  spells  of 
joblessness  following  displacement,  their  overall  joblessness  due 
to  dislocation  is  larger..    Moreover,  women  workers  experience 
larger  earnings  losses  than  male  workers. 
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ENDNOTES 


1.  This  table  is  drown  from  Lorry  Mishel,  "Dislocotion:  who, 
Whot,  Where  ond  When",  presented  ot  the  Eostern  Economic 
Associotion  meetings  in  Woshington,  d.C.  March  6,  1987,  which 
exploins  the  computotion  of  these  dislocotion  rotes. 

2.  The  BLS  survey  provides  do to  on  joblessness  following 
displocemtnt.    Joblessness  is  the  tine  spent  unemployed  ond 
out  of  the  labor  force.    Toble  2  fi       -  ore  for  workers 
disploced  in  the  first  three  years  covered  by  the  January 
1984  survey  so  that  completed  spells  are  examined.  Black 
displacement  computed  as  average  median  joblessness  plus  the 
additional  jobless  weeks  of  black  workers  as  identified  by 
the  coefficient  on  the  race  variable  in  the  duration  of 
joblessness  regressions  reported  in  Table  4,  p.  14, 

3.  One  can  construct  a  jobless  rate,  comparable  to  an  unemploy- 
ment rate,  as  the  product  of  the  incidence  of  joblessness 
(the  dislocation  rate)  and  the  mean  length  of  joblessness 
following  displacement,  assuming  each  dislocated  worker  is 
displaced  only  once  each  period.    Such  a  rate  would  show  that 
the  longer  spells  of  joblessress  experienced  by  female  blue 
collar  workers  leads  to  a  jobless  rate  30%  greater  than 
comparable  males  despite  the  fact  that  the  female  dislocation 
rate  is  40%  less  than  the  male  dislocation  rate.    Or,  in 
other  words,  if  one  examines  the  total  weeks  of  post-dis- 
placement joblessness  of  men  and  women  relative  to  their  size 
in  the  labor  force,  then  women  experience  more  overall 
joblessness. 

4.  The  greater  job  loser  unemployment  can  result  from  an 
increased  percentage  of  the  labor  force  entering  unemployment 
and  from  longer  spells  of  unemployuent.    Both  increased  in 
this  period. 
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Senator  Simon.  I  thank  you. 

I  might  say  to  Senator  Quayle  that  Ms.  Norton  has  to  leave  im- 
mediately, so  I  am  going  to  take  the  liberty  of  just  asking  one  ques- 
tion and  then  will  yield  to  my  colleague. 

I  note  in  your  prepared  statement  you  say,  "The  Economic  Dislo- 
cation and  Worker  Kea<yustment  Assistance  Act,  S.  538,  ';.hat  you 
are  considering,  would  put  us  on  the  right  path." 

By  implication,  vou  are  saying  we  are  just  starting,  that  this  is 
not  the  end  of  where  we  have  to  go.  Eleanor  Holmes  Norton- 
dreaming  about  what  we  might  do  as  a  country  in  the  area  of  em- 
ployment—where do  we  go?  Where  does  the  path  lead  us? 

Ms.  Norton.  Mr.  Chairman,  after  15  years  of  serious  structural 
unemployment  in  this  country,  it  is  amazing  to  find  that  we  have 
allowed  this  problem  to  become  an  urgent  matter  and  a  catastro- 
phe for  millions  of  American  families. 

I  am  amazed  that  these  modest  steps  have  provoked  controversy. 
I  am  one  of  several  members  of  an  anniversary  panel  on  American 
technology  and  its  effect  on  the  work  force.  That  panel  is  going  to 
recommend  mandatory  plant  closing  legislation  after  looking  care- 
fully at  what  has  happened  to  Americans  over  the  past  15  years. 
One  of  the  things  that  panel  is  concerned  with  is  that  Americans 
are  likely  to  resist  the  very  technology  that  is  necessary  to  make  us 
competitive  if  there  is  not  greater  response  from  the  Congress  to 
the  inevitable  dislocation  that  comes  when  one  enters  a  period  of 
transition. 

Now,  I  am  sure  you  will  hear  from  other  witnesses  that  Europe- 
an countries,  our  allies,  are  far  ahead  of  us  in  taking  steps  to  cor- 
rect these  problems  of  transition.  I  regard  these  steps  as  baby  steps 
of  the  kind  one  would  have  expected  a  country  with  an  advanced 
economy  to  have  taken  15  or  20  years  ago.  I  am  not  prepared  to  say 
precisely  where  it  is  we  ought  to  leave  off,  but  I  cannot  believe  that 
a  stable  democracy  believes  it  can  remain  stable  without,  for  exam- 
ple, even  letting  people  know  that  they  are  about  to  lose  their  jobs 
so  they  can  find  a  way  to  make  other  arrangements  and  without 
even  assisting  them  to  find  ot'ier  jobs.  What  we  will  do,  it  seems  to 
me,  if  we  continue  to  let  this  matter  fester,  is  to  create  grave  dis- 
content upon  large  numbers  of  people  who  have  had  jobs  all  their 
lives,  and  in  the  final  analysis  to  begin  to  create  the  kinds  of  class 
distinctions  in  the  society  that  have  never  been  known  before.  I 
hope  we  will  take  action  before  that  day  comes. 

Senator  Simon.  Senator  Quayle. 

Senator  Quayle.  Thank  you,  Mr.  Chairman. 

First,  I  would  like  to  ask  unanimous  consent  that  my  statement 
be  made  a  part  of  the  record  at  the  very  beginning. 

Senator  Simon.  It  will  be. 

Senator  Quayle.  In  view  of  Ms.  Norton's  time  constrictions,  let 
me  just  ask  one  question. 

Let  me  just  follow  up  on  your  statement  concerning  the  transi- 
tion when  these  people  unfortunately  find  themselves  in  an  eco- 
nomic dislocation  and  how  we  .are  going  to  get  from  here  to  there, 
in  other  words,  find  them  a  new  job  opportunity. 

One  of  the  things  that  is  in  the  Keacyustment  Assistance  Pro- 
gram is  the  early  intervention,  which  I  think  is  the  key.  If  we 
know  there  is  going  to  be  a  plant  closing— and  we  hope  that  it  is 
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not,  but  if  it  is  going  to  happen,  and  it  happens  from  time  to  time; 
it  IS  just  the  nature  of  our  society— one  of  the  things  that  readjust- 
ment assistance  is  trying  to  do  is  to  j[;ush  forward  and  to  get  early 
intervention,  even  while  they  have  a  job  in  the  current  plant.  That 
is  in  this  legislation. 

I  just  wondered  whether  you  support  moving  this  legislation  for- 
ward as  quickly  as  possible.  I  would  assume  that  you  would  support 
this  legislation— I  am  not  talking  about  the  plant  closing  piece;  I 
am  talking  about  the  reac^ustment  assistance— that  you  would  sup- 
port this  legislation,  and  you  would,  I  would  think,  support  the 
idea  of  early  intervention.  And  wouldn't  it  be  helpful  to  have  early 
intervention.  In  my  own  home  State  of  Indiana,  for  example,  in  In- 
dianapolis, Uritbrtunately,  we  have  had  three  m^'or  plants  close  in 
the  last  year  and  a  half— Western  Electric,  RCA  and  now  Chrysler. 
We  have  got  a  corridor  there  that  we  are  trying  to  work  with,  and 
there  is  a  very  limited  amount  of  funds  that  we  have  in  the  Title 
in  right  now.  This  new  bill  would  certainly  give  us  some  additional 
funds. 

^  Don't  vou  think  it  would  be  helpful  in  trying  to  get  this  transi- 
tion, if  the  Congress  would  move  as  expeditiously  and  as  quickly  as 
possible  on  this  reac^ustment  assistance  to  get  it  in  the  pipeline,  to 
get  the  program  going  so  we  can  help  these  people  who  desperately 
need  our  help? 

Ms.  Norton.  Senator,  I  am  not  sure  how  one  can  give  early 
intervention  unless  one  knows  a  plant  is  going  to  close.  Perhaps 
you  should  clarify  what  you  mean. 
Senator  Quayle.  I  think  in  those  cases  where  you  do  know  the 
lant  is  going  to  close,  you  can.  I  can  give  you  an  example  in  my 
tate.  Chrysler— they  have  already  given  notification,  would 
be  surprised  at  how  many  businesses  do  that  already;  a  lot  of  them 
do. 

Ms.  Norton.  Oh,  I  would  not  be  surprised  at  all.  A  lot  of  them, 
precisely  because  

Senator  Quayle.  Yes,  a  lot  of  them  do.  I  can  give  you  an  example 
of  Chrysler,  a  case-in-point,  in  my  home  State.  They  have  an- 
nounced this  fall  that  they  are  going  to  close  the  plant.  If  we  would 
have  this  legislation  as  early  as  possible,  we  could  begin  the  early 
intervention. 

Ms.  Norton.  That  is  right.  I  would  not  be  

Senator  Quayle.  And  I  am  sure  that  there  are  other  examples 
around  the  country,  and  probably  even  some  more  in  my  State.  I 
just  happen  to  know  about  this  right  now.  And  therefore,  in  those 
cases  where  we  do  have  advance  notification  and  we  do  have  this 
opportunity  for  early  intervention,  won't  this  legislation  be  of  as- 
sistance, and  shouldn't  we  try  to  move  this  as  quickly  as  possible? 

Ms.  Norton.  Well,  I  can  think  of  nothing  that  would  create  more 
bitterness  than  the  notion  that  if  you  happen  to  be  where  a  corpo- 
ration gives  advance  notice  or  where  a  State  requires  it,  you  can 
get  early  intervention,  but  if  you  happen  to  be  where  it  is  not  re- 
quired, then  of  course  early  intervention  is  not  going  to  be  possible 
for  you  at  all,  because  the  plant  is  going  to  close  l^fore  you  even 
know  anything  about  what  is  going  to  happen  to  your  life. 

So  I  think  that  the  Congress  has  to  look  at  this  at  least  in  the 
modest  comprehensive  way  that  is  represented  in  this  bill. 
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Senator  Quayle.  So  in  other  words,  you  think  as  far  as  getting 
the  money  into  the  pipeline  early  on,  that  is  not  an  important  pri- 
ority? 

Ms.  Norton.  It  is  of  the  utmost  importance.  Therefore  you  ought 
to  pass  this  entire  bill  as  soon  as  possible. 

Senator  Quayle.  Okay.  But  it  is  important  to  get  the  money  out 
there  

Ms.  Norton.  It  is  important  finally  for  this  Congress  to  pass  a 
bill  that  is  sufficiently  comprehensive  so  that  the  American  people 
can  believe  that  you  take  this  problem  seriously.  And  to  do  that, 
all  you  have  to  do,  it  seems  to  me,  is  to  take  this  bill  as  it  now  is 
and  pass  it  through  this  Committee  and  get  it  on  the  Senate  Floor 
and  get  it  all  over  with,  and  stop  getting  Bogged  down  in  controver- 
sy over  one  section  or  the  other  of  it. 

If  in  fact  this  Committee  and  the  Senate  are  serious  about  this 

Eroblem  and  have  an  understanding  about  the  pain  that  is  out 
ere,  the  modest  step  that  is  represented  by  this  comprehensive 
bill  is  the  way  to  show  it. 

Senator  Quayle.  Well,  I  would  hope  that  you  would  agree  that 
the  readjustment  assistance  portion  of  the  bill  is  a  sincere  recogni- 
tion of  the  problem,  is  a  sincere  effort  to  try  to  alleviate  some  of 
the  pain  and  harm  and  dislocation  that  is  out  there;  that  it  is  in 
fact  a  real  effort  to  say  that  we  have  got  a  problem,  and  here  is  a 

way  that  we  think  that  

Ms.  Norton.  I  can  think  of  nothing  that  would  make  people 
more  bitter  than  to  know  that  for  those  who  happen  to  be  in  a  posi- 
tion to  know  that  a  plant  is  going  to  close,  there  are  benefits  avail- 
able, but  for  those  who  happen  not  to  be  in  that  position,  there  are 
no  benefits  available.  I  think  you  should  make  a  level  playing  field. 
I  think  you  should  make  these  benefits  available  across  State  lines. 
I  think  you  are  way  too  late  in  doing  it.  I  think  the  issue  is  over- 
ripe. I  think  the  entire  bill  comprehensively  ought  to  be  passed.  I 
think  it  could  easily  be  done,  and  that  is  what  I  think  you  ought  to 
set  about  doing  rignt  away. 

Senator  Quayle.  But  this  readjustment  assistance  is  not  only 
just  early  intervention.  I  mean,  it  applies  to  training  and  to  educa- 
tion and  to  working  with  the  dislocated  worker  whether  they  are 
employed  or  not.  I  meaii,  the  definition  within  the  legislation  of  a 
dislocated  worker  is  one  who  has  no  real  chance  of  going  back  tc 
his  or  her  place  of  employment.  You  are  talking  about  an  addition- 
al J}>980  miilion.  And  I  oelieve  that  

Ms.  Norton.  Do  you  think  any  part  of  that  monev  ought  to  be 
held  hostage  while  the  Congress  debates  back  and  forth  over  an- 
other part  of  the  bill? 
Senator  Quayle.  No.  I  think  it  ought  to  go  forward. 
Ms.  Norton.  I  do,  too,  and  I  think  the  whole  thing  ought  to  go 
forward. 

Senator  Quayle.  I  think  it  ought  to  go  forward,  too.  That  is  my 
point. 

Thank  you,  Mr.  Chairman. 
Senator  Simon.  Senator  Adams. 
Senator  Adams.  Thank  you,  Mr.  Chairman. 
I  do  not  have  any  questions  of  the  panel.  I  just  want  to  indicate 
that  in  regard  to  the  proposition  that  you  are  advancing,  we  have 
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enormous  dislocation  in  the  State  of  Washington,  and  as  one  indxis- 
try  f^r  another  closes,  we  do  not  have  a  comprehensive  manner 
of  approaching  this.  So  I  agree  with  your  comments  that  you  have 
just  made,  and  I  hope  that  we  move  forward,  Mr.  Chairman. 
Senator  Simon.  Thank  you  very  much. 

Ms.  Norton.  Thank  you  very  much,  Mr.  Chairman.  May  I  be  ex- 
cused? 

Senator  Simon.  Thank  you,  Ms.  Norton.  Yes,  you  may.      ^  ^ 

Mr.  Yzaguirre.  ^ 

Mr.  Yzaguirre.  Senator,  my  name  is  Raul  Yzaguirre.  I  am  the 
President  of  the  National  Council  of  La  Raza.  With  your  indul- 
gence, I  would  like  to  submit  my  full  testimony  for  the  record  and 
try  to  summarize. 

Senator  Simon.  It  will  be  entered  in  the  record. 

Mr.  Yzaguirre.  The  National  Council  of  La  Raza  is  an  umbrella 
organization  for  some  "'OO  organizations  that  serve  about  one  mil- 
lion Hispanics  throughout  the  country.  Throughout  our  history,  we 
have  been  concerned  about  education  and  employment  in  our  com- 
munity, for  a  variety  of  reasons.  One  of  them  is  because  Hispanics 
have  the  lowest  hourly  wages  of  any  ^oup  in  this  country  and  the 
lowest  level  of  education  of  any  group  in  this  country. 

We  are  also  concerned  about  this  particular  piece  of  legislation 
because  dislocation  is  a  very  serious  Hispanic  issue.  Dislocation 
rates  among  the  m^'or  population  groups  are  as  follows.  For  His- 
panics, it  is  14.4  percent;  for  blacks,  it  is  12.5  percent;  and  for 
whites,  it  is  11.9  percent,  lii  other  words,  we  have  a  dislocation  rate 
that  is  21  percent  higher  among  Hispanics  that  it  is  for  whites. 

What  is  also  even  more  interesting  and  of  concern  to  us  is  that 
when  you  look  at  dislocated  workers  in  terms  of  how  long  they 
have  lieen  on  the  job,  how  much  of  a  crisis  this  is  in  their  entire 
lives,  we  find  timt  it  is  a  greater  crisis  for  Hispanics. 

The  average  length  of  employment  prior  to  dislocation  is  7.3 
years  for  Hispanics,  7.0  years  for  whites,  and  6.6  years  for  blacks. 
This  dislocation  rate  for  Hispanic  women  was  39  percent  higher 
than  for  white  women  and  26  percent  higher  than  for  black 
women.  Four  States,  in  which  30  percent  of  Hispanics  live  were 
among  the  top  20  for  rates  of  overall  worker  dislocation.  These  in- 
clude Texas,  Arizona,  Colorado,  and  your  own  State  of  Illinois. 

Once  dislocated,  Hispanics  remain  unemployed  or  drop  out  of  the 
labor  force  in  greater  numbers  than  whites  or  blacks.  Hispanic 
women  were  most  devastated  by  dislocation.  They  were  28  percent 
more  likely  than  white  women  to  have  dropped  out  of  the  labor 
force. 

Senator,  we  support  the  definitions  of  dislocated  workers  as  pro- 
posed in  the  legislation.  We  would  urge,  however,  that  the  Act  be 
amended  to  specifically  include  farm  workers  among  the  eligible 
dislocated  workers.  Farm  workers  along  with  farmers  may  be  af- 
fected by  "general  economic  conditions''  or  natural  disasters.  Thou- 
sands of  Texas  farm  workers  lost  jobs  after  the  1984  freeze,  which 
not  only  killed  the  crop  but  also  killed  the  trees.  In  addition,  mech- 
anization and  real  estate  development  are  mfgor  factors  affecting 
farm  worker  dislocation. 

We  also  encourage  the  Secretary  of  Labor  to  consider  economic 
conditions  particular  to  southern  border  regions.  The  highest  un- 
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employment  rates  in  the  country  occur  in  South  Texas.  These  re- 
gions are  negatively  affected  by  economic  conditions  such  as  the  de- 
valuation of  the  Mexican  peso>  which  often  leads  to  widespread 
business  failures  by  making  American  goods  too  expensive  for  most 
Mexicans  and  Mexican  goods  much  less  expensive  for  Americans. 

The  National  Coimcil  of  La  Raza  supports  the  establishment  of  a 
dislocated  worker  unit  in  the  Department  of  Labor.  We  support  the 
eccablishment  of  State  dislocated  worker  units  with  emphasis  on 
rapid  response.  We  support  a  genuinely  tripartite  advisory  commit- 
tee at  the  State  level. 

We  recommend  that  the  tripartite  advisory  committee  include 
representatives  of  racial  and/or  ethnic  commimities  and  geograph- 
ic areas  experiencing  high^rates  of  imemploynaent  in  the  State. 

We  support  the  inclusion  of  a  comprehensive  package  of  services 
to  dislocated  workers.  In  order  to  reach  those  most  in  need,  com- 
munity-based organizations  must  be  part  of  the  delivery  services.  A 
previous  speaker  talked  about  the  importance  of  including  the 
PIOs>  but  the  reality  is  that  the  JTPA  program  has  witne^ed  a 
very  significant  lower  participation  rate  among  Hispanics  than  its 
predecessor  program.  And  one  of  the  m^'or  reasons  for  this  de- 
crease in  participation  by  our  community  has  been  the  failure  to 
involve  community-based  organizations.  And  one  of  the  reasons 
why  we  have  more  "creaming*^  in  this  program  than  we  have  had 
before  is  because  community-based  organizations  who  have  been 
shown  to  have  been  more  capable  of  reaching  the  hard-to-employ 
are  simply  squeezed  out  of  this  program. 

Many  dislocated  workers,  Hispanics  in  particular,  face  obstacles 
to  reemployment.  They  include  language  barriers,  lack  of  education 
and  basic  skill  training,  limited  access  to  education  and  employ- 
ment and  training  opportunities.  These  obstacles  must  be  removed 
to  facilitate  successful  participation  in  the  labor  market. 

llierefore,  we  strongly  support  the  biirs  provision  regarding 
basic  education  and  literacy  instruction.  Senator,  we  support  the 
basic  funding  levels  included  in  the  bill. 

Let  me  tsJk  briefly  abcut  two  controversial  aspects  of  the  bill, 
one  having  to  do  with  advance  notice,  and  the  other  one,  consulta- 
tion. 

We  support  the  notion  of  advance  notice.  Evidence  in  other  coun- 
tries shows  that  it  clearly  helps  mitigate  the  serious  problem. 

In  terms  of  the  question  and  the  issue  of  consultation,  we  gener- 
ally support  the  concept.  We  are  simply  uninformed  as  to  the  prac- 
tical applications  and  are  not  in  a  position  to  take  a  stand  on  this 
particular  aspect  of  the  legislation. 

Let  me  conclude  by  sasdng  that  Hispanics  have  the  highest  rates 
of  dislocation,  the  lowest  rates  of  reemplosmaent  after  dislocation. 
Therefore,  it  is  critical  for  this  legislation  to  pass,  and  we  urge  you 
to  pass  it  expeditiously. 

Thank  you.  Senator. 

Senator  Simon.  Thank  you. 

[The  prepared  statement  of  Mr.  Yzaguirre  follows:] 
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Mr»  Chalraan,  noeibers  of  the  Subcewnlttee,  itiy  name  Is  Raul  Yzegulrre  wd 
I  M  President  of  the  National  Council  of  La  Raza,  one  of  the  largest  national 
Hispanic  crg«nliatlons»    I  appreciate  the  opportunity  to  appear  lefcre  you  to 
express  our  support  for  S*538,  the  »£cortc«lc  Dislocation  and  Worker  Adjustoent 
Assistance  Act**  The  National  Council  of  la  Reza  exists  to  Improve  life 
opportunities  for  At)er leans  of  Hispanic  descent  and  Is  a  private,  nonprofit 
organization  representing  over  50  local  Hispanic  coewjunlty-based  organizations 
serving  32  states  and  the  District  of  Colucbia*  The  nejcrlty  of  these 
organizations  are  directly  Involved  with  eajploynent  cr  education  Issues,  and 
all  of  theo  viev  ereploynent  as  one  of  the  Dost  critical  problems  facing 
Hispanic  AjDerlcans* 

As  recent  Bureau  of  Labor  Statistics  (BLS)  data  reveal,  and  as  other 
witnesses  have  pointed  out,  the  problem  of  worker  dislocation  In  this  country 
has  reacheJ  e  critical  stage  and  continues  to  grew*    Other  witnesses  have 
pointed  out  toe  very  large  numbers  of  workers  suffering  permanent  Job  loss  due 
to  plant  closings,  mss  layoffs  and  other  general  econcolc  conditions*  You've 
also  heard  that,  contrary  to  earlier  assumptions,  worker  'dislocation  Is  not  a 
problem  pertlcular  to  the  Northeast  and  highly  Industrialized  HIdvest,  but 
rather  a  problem  of  national  scope*    In  fact,  the  highest  rates  of  worker 
dislocation  occur  In  the  South  Central  and  Rocky  Mountain  regions*  (Hher- 
statistics  have  been  cr  will  be  presented  to  you  which  emphasize  the  depth  of 
this  problem  for  the  nation  as  a  whole* 
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II,    HISPANIC  DiaOCATION  RATES 


What  othV  wFtnesses  My  not  have  pointed  out,  Mr,  Chalrnen,  Is  that 
H>tp«nl«-^  snff«ir  II  h?rh*r  rata  of  dlsl«ywt!or>  ttinn  anv  OthflF  mfllCT  OQDUlatlon 
group.   An  analysis  of  BLS  data  reveal  that,  betveen  1981  and  1985,  HIspanlcs 
suffered  dislocation  at  a  rate  of  14.4J,  cotipared  to  12.5J  for  Blacks  and  11. 9^ 
for  Whites.  Thus  the  overall  rate  of  dislocation  for  HIspanlcs  was  21^  higher 
than  for  Whites.   Although  voeien  tend  to  have  lower  dislocation  rates  than  men, 
Hispanic  waxen  are  especially  hard-hit.   The  overall  dislocation  rate  for 
Hispanic  vcaen  was  39^  higher  than  for  White  vcmen  and  26f  higher  than  for 
Black  wctnen.   Four  states  'n  which       of  all  Hispanic  Americans  live  —  Texas, 
Illinois,  Arliona,  and  Colorado  —  fell  within  the  "top  20"  for  rates  of 
overall  worker  dislocation. 

HIspanlcs  have  the  dubloos  distinction  of  highar  dislocation  rates  both 
from  plant  closings  and  from  other  causes.    Between  1981  and  1935,  HIspanlcs 
were  23$  nre  likely  than  Whites  to  lose  their  Jobs  through  plant  closings,  and 
MS  wore  I  Ikoly  to  lose  their  Jobs  due  to  other  causes.    Hlypftnlr^  nnt  nnly 
experience  higher  rat^s  of  worker  dlslccatlon^l>ut  eng>  dUtfvp-K>H  ■ic^ 
r^^ir.  uniM^pir^AH  or  dmp  oot  of  thi*  rahar  fcrrft  In  oreatflr  tHtPhftrn  thnn  fllthsr 
R>»rhg  or  WhItM.  Data  from  the  Bureau  of  Labor  Statistics  revaal  that,  among 
Hispanic  workers  dislocated  between  January  1981  and  January  1986,  only  56.6? 
were  re-enployed  as  of  January  1986,  cccrpared  to  57.7$  of  Blacks  and  68.2$  of 
Whites.    HIspanIca,  were  39$  wore  likely  than  Whites  to  have  had  no  Job  since 
being  displaced.   Hispanic  wcmen  are  the  group  most  devastated  by  dislocation, 
with  only  42.3$  re-anployed  as  of  January  1986.   As  of  January  1986  25.9$  of 
dislocated  Hispanic  women  remained  unemployed  end  another  31.8$  had  dropped  out 
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of  i^  »  labor  forctt  •ntlrtly.  Olslocattd  Htspanic  vanen  were  2Sf  more  I Ikefy 
than  White  vcvten  to  have  left  the  labor  force. 


III.    REa)H»CNDATIONS  FOR  THE  BILL 


Because  oor  comnunlty  leads  the  nation  tn  Job  loss  through  dislocation, 
HIspanlcs  are  extremely  concerned  that  dislocated  workei  legislation  recognize 
the  nagnltude  of  the  problem  anong  HIspanlcs  and  Include  appropriate  components 
to  attack  It.   Allov  m  to  make  eoM  specific  recoMnendatlons. 
A.         P#f >nlt!Qn 

The  JTPA  AflaendDents  of  1966  and  this  legislation  wisely  broaden  the 
definition  of  dislocated  workers  to  Include  self-tmployed  workers  and  displaced 
honenakers.   To  ensure  that  all  displaced  workers  In  voBi  of  assistance  are 
covered,  we  urge  that  the  Act  specifically  Include  In  the  definition  of 
aiiglbie  dislocated  workers  fanmrorkors  r>ho  may,  along  with  fanters,  be 
affected  by  "general  econoalc  condition"  or  "natural  disasters."  For 
example,  we  know  that  many  thousands  of  Texas  farmworkers  lost  their 
opportunity  for  employment  after  tt>c  Christmas  freeze  of  1^64  killed  not  only 
South  Texas  citrus  crops  but  a; so  the  trees  themselves.   We  also  encourage  the 
Secretary  of  Labor  to  consider  the  economic  conditions  particular  to  our 
southern  border  regions.   Portions  of  South  Texas  consistently  register  the 
'highest  unemployment  rates  In  the  nation,  and  these  regions  are  often 
negatively  affected  by  economic  conditions  such  as  the  devaluation  of  the 
Mexican  Ne  know  that  repeated  mso  devaluations  have  led  to  widespread  » 

business  failures  In  the  border  states,  by  making  American  consumer  goods  too 
expensive  for  most  Mexicans  and  making  Mexican  consumer  goods  much  less 
expensive  for  Americans.    In  some  border  towns  In  South  Texas  and  California, 
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th«  major liy  of  pttall  storn  •Ithw  fact  benkrupicy  or  have  alrtatfy  pent  o«t 
of  buslntss. 

8*         Ooordtnaffan  Mrhanlgng 

A  coordlnattd  •ffort  Is  •sMntlel  to  oxribai  ttio  problw  of  worktr 
dislocation*  Thvrafora,  tha  Council  strongly  supports  tha  astaMlshmnt  of  a 
DIslocatad  Workar  Unit  In  tha  DapartMnt  of  Labor*  U«  craatlon  of  stata 
dislocatad  workar  units  wtttt  an  amphasls  on  rapid  ras^nsa  Is  also  a  critical 
stdp  toward  raducing  tha  hiMn  and  acononlc  costs  of  larga*scala«  long-tana 
unanploynant*   A  ganulnaly  tripartita  advisory  coowlttaa  at  tha  stata  Itval 
will  also  facllltata  affactlva  and  oqultabia  progran  administration  undar  this 
Act*   Na  wculd  add  That  siatas  should  also  Includa  tn         comnlttaas  rapre- 
santatlvas  of  racial  or  athnic  connunltlas  and  gaographic  araas  axp^r lancing 
high  ratas  of  unanploynant  In  tha  stata.  'Oils  will  halp  assura  that  stata 
rasponsas  raflarf  tha  spaclal  naads  of  thosa  with  tha  graatast  problaiss* 
C.         Sarvica  Naadb  and  lnvplvm»nf  of  Cofnmunlty-R^mH  OrQAnlgfttlonK 

Tha  bllMs  provision  to  Includa  a  coeiprahanstva  packaga  of  sarvlcas  to 
dislocatad  wcrkars  givas  statas  tha  opportunity  to  allocata  rasourcas  wharo 
thay  ara  nost  naadad  and  provlda  tha  most  approprlata  s:irvloas  given  local 
naads*  *   Howavar,  If  thosa  nost  In  naad  of  sarvlcas  ara  to  ba  raachad. 
common I ty-basad  organizations  nust  ba  a  part  of  tha  dallvary  of  sarvicas* 
Comnunlty-basad  organizations  with  long-standing  axparlanca  and  axpartlsa  ara 
In  a  unique  position  to  provlda  llnkagas  with  tha  eooncnlcally  dlsadvantagad  In 
thair  comnunltlas*   lha  Council  ballavas  that  a  ujor  fallura  of  past  programs 
for  dislocatad  workars  has  baan  tha  underraprasantatlon  of  ninortty  comnunlty- 
basad  organizations  as  sarvica  provldars*     Many  dislocatad  workars  today,  and 
KIspanlcs  In  particular,  foca  significant  obstactts  to  re-enployinant*.  Including 
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lmgu«9«  b«rrt«rs,  |«ck  of  basic  •ducatlrrtal  arvi  Ilttracy  skills,  and  llnltad 
•cctss  to  •ducat  Ion  and  aaployMnt  and  training  opportunltlas*    If  HI  spanks 
•ra  to  b9ccm  succassful  participants  In  tha  labor  wrkat,  ttiasa  obstaclas  nust 
b«  raMovad*  Wa  tharafcra  strongly  support  tha  bill (s  provision  ragardlng  basic 
•ducatlon  and  titaracy  Instruction,  and  va  urga  a  strong  rola  for  oowounlty 
grcupr.  In  providing  such  aarvlcas* 

D*  Fundtng 

¥•  ara  plaesad  to  aaa  that  tha  proposad  laglsletlon  racognlzas  that  an 
affactlva  program  daaling  with  Issuas  of  wcrkar  adjust»ant  raqulras  a 
substantially  highar  laval  of  funding  than  Is  currantly  aval  labia*   Vhlla  tha 
S9e0  itiiilon  proposad  In  this  bill  will  not  inaat  tha  naads  of  all  allglbia 
dislocatad  vcrkars,  va  valcoM  this  allocation  as  an  laportant  foundation  on 
vhlch  futura  af forts  My  build*   Ha  also  urga  racognltlon  of  tha  fact  that 
affactlva  dislocatad  wcrkar  programs  ara  a  hunan  rasourca  Invastvant  which  vlll. 
In  tha  long  run,  laad  to  dacraasad  costs  for  unaaploymnt  and  public  asslstanca 
and  tncraasad  tax  ravanuas* 

Tha  ODuncIl  supports  tha  allocation  of  30^  of  tha  authorlzad  funds  for 
dtscratlonary  cr  a)caaplaf7  and  dationstratlon  programs*   Itovavar,  wa  also 
baiiava  that  thara  Is  room  for  expansion  of  thasa  vary  valuable  alamants  of  tha 
laglslatloni  limiting  tha  programs  to  no  Wa  than  fiva  to  tan  sitas  aach  may 
not  achlava  tha  goal  of  Ir-^raaslng  tha  aarployablMty  of  significant  numbers  of 
dislocated  workers*  K     x>  realize  that  this  would  require  additional  funding 
end  we  encourage  the  Subcommittee  to  consider  providing  it*   Na  expect  that. 
In  giving  priority  to  communities  with  the  highest  concentration  of  dlsloceted 
workars,  the  Secretary  will  raoognize  the  dl sproportlonataly  high  rat*  of 
dislocation  among  HIspanlcs  and  allocate  funds  for  demonstration,  exMplary  ani 
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dlterrtlonary  programs  occordlngly.    In  it*  past*  HItpentcs  hsv*  Mldon  been 
adequetely  targeted  by  demonstration  efforts*  and  «o  support  legislative 
language  recognizing  the  need  for  discretionary  funds  to  focus  on  particular 
subgroups  as  well  as  comaunltles. 

Title  II  of  the  Cconcnic  Dislocation  and  Vorker  Adjustinent  Assistance 
Act  represents  a  critical*  though  controversial*  aspect  of  this  legislation*  as 
has  been  demonstrated  In  earlier  hearings.   There  appears  to  be  general 
agreement  on  the  Importance  of  advance  notice  by  employers  In  the  event  of  8 
proposed  closing  or  layoff  of  substantial  numbers  of  cnployees.   Debate  occurs 
over  vhather  such  a  provision  should  be  mandatory  or  voluntary.   The  report  of 
ihi  Secretary  of  Labor's  Task  Force  on  Economic  Adjustment  and  Wcrker 
Dislocation  states  that  "advance  notification  Is  an  essential  component  of  a 
successful  adjustment  program.**  Available  evidence  rr/eals  that  advance 
notification  works  well  In  other  countries  and  that  It  may  be  an  advantage  to 
business.   Advance  notice  provides  time  to  explore  alternatives  to  proposed 
layoffs  and*  when  layoffs  are  Inevitable*  to  allow  for  adequate  planning* 
Implementation  and  recruiting  for  worker  retraining  and  adjustment  ,rograms. 
The  National  Council  of  La  Raza  supports  the  provision  In  S.?38  which  requires 
an  employer  to  provide  advance  notice  of  a  proposed  closing  or  mass  layoff. 

Regarding  the  companion  to  advance  notice  —  consultation  —  we 
generally  favor  the  notion  of  labor-management  cooperation  and  communication 
prior  to  any  proposed  closing  or  layoff.    However*  until  further  Investigation 
of  the  specific  consultation  provisions  of  S.S36  takes  place*  we  are  not  able 
to  take  a  position  on  these  provisions. 
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lY.  OOHaUSiON 


SInct  Hlsptnlcs  havt  t^t  hlghttt  ratt  of  vorktr  dislocation  and 
th«  toirttt  rat*  of  r«-«BployMnt  afttr  dislocation.  It  Is  critical  that 
Ifr^^tslatton  r^oosnUa  and  raspond  to  thtir  mads.   Tha  Econaalc  Dislocation  and 
Workar  Adjust«ant  Asslstanca  Act  Is  a  vital  placa  of  legislation  with  tha 
potential  to  provide  a  valuable  Investatnt  In  huun  resources.    ¥9  appreciate 
the  opportunity  to  present  oor  vlens  and  ve  thank  the  Chalroan  for  his  support 
of  hiMn  resource  develcfw>ant  prograns  for  uneeployed  and  Icw-lncone  people.  As 
aUays,  the  National  Council  of  La  R«za  stands  ready  to  assist  the  Subcortalttee 
In  whatever  way  possible. 
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Senator  Simon.  Thank  you. 

Donna  LeClair,  President-Elect  of  the  Displaced  Homemakers 
Network. 
Ms.  LeClair.  Thank  you. 

I  am  Donna  LeClair,  President-Elect  of  the  Displaced  Homemak- 
ers Network.  5  am  also  the  State  Coordinator  for  the  Displaced 
Homemaker  Program  in  the  State  of  Massachusetts. 

Displaced  homemakers  are  primarily  middle-agc?d  and  older 
women  who  have  lost  their  unpaid  jobs  as  homemakers  upon  the 
death,  divorce,  separation  or  disability  of  their  spouse,  or  upovi  the 
loss  of  long-term  public  assistance.  Too  young  for  Social  Security 
and  ineligible  for  unemployment  insurance,  they  fall  through  the 
*  cracks  of  our  society. 

Topically,  they  have  families  to  support,  and  even  more  typically, 
they  need  job  training  in  order  to  secure  employment  that  will 
allow  them  to  support  themselves  uxd  their  families.  If  each  person 
here  today  were  to  stop  and  think  about  i£,  they  would  probably 
find  that  it  is  an  issue  that  has  touched  their  own  lives  and  that 
they  know  someone  who  is  a  displaced  homemaker.  They  are  our 
widowed  aunts  and  our  divorced  sisters.  They  are  also  the  wives  of 
dislocated  workers. 

Displaced  Homemakers  Network  is  the  only  national  organiza- 
tion working  at  the  local.  State,  regional  and  national  level  which 
addresses  the  bpecific  concerns  of  displaced  homemakers.  The  Net- 
work represents  more  than  900  local  displaced  homemaker  pro- 
grams operating  in  local  communities  throughout  the  country  and 
advocates  on  behalf  of  the  millions  of  displaced  homemakers  who 
are  struggling  to  make  the  traxisition  into  the  paid  labor  force. 

But  the  barriers  they  face  to  employment  are  substantial.  As  a 
report  on  displaced  workers,  recently  published  by  the  Congression- 
al Office  of  Technology  Assessment  notes:  "Barriers  to  employment 
are  higher  for  displaced  homemakers  than  for  the  mainstream  dis- 
placed workers,  because  many  have  little  experience  in  a  paid  job. 
The  women  seeking  services  from  displaced  homemaker  programs 
are  a  diverse  group,"  the  report  says,  "and  a  comprehensive  pro- 
gram of  services  is  desirable,  particularly  one  that  combines  per- 
sonal counseling  with  job-readiness  and  skills  training." 

The  report  also  notes  that  a  considerable  number  of  displaced 
homemakers  need  remedial  or  brush-up  courses  in  reading  and 
math  to  qualify  for  training  or  good  jobs.  However,  manv  displaced 
homemakers  cannot  take  advantage  of  the  training  ana  education 
open  to  them  because  of  lack  of  income  support.  Most  are  not  eligi- 
ble for  unemployment  insurance,  and  few  have  income  from  other 
family  members. 

The  Displaced  Homemakers  Network  appreciates  the  opportuni- 
ty to  testify  on  Senate  538,  the  Economic  Dislocation  and  Worker 
Adjustment  Assistance  Act  and  the  Worker  Rea(^ustment  Assist- 
ance Act.  We  agree  that  now  is  the  time  to  provide  training  and 
retraining  for  all  displaced  workers  if  America  is  to  be  competitive. 

We  are  extremely  pleased  to  see  that  Senate  538  defines  dis- 
placed homemakers  as  eligible  for  training  services,  and  we  urge 
the  members  to  assure  that  this  eligibility  be  included  in  the  final 
legislation  as  enacted. 
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Displaced  homemakers  are  dislocated  workers.  They  have  lost 
their  former  jobs  to  which  thev  cannot  return.  They  need  training 
and  retraining  to  obtain  employment  that  will  replace  their  lost 
income  in  order  to  support  themselves  and  their  families.  They 
differ  from  workers  dislocated  by  plant  closings  only  in  that  they 
do  not  have  a  pink  slip.  Instead,  they  have  a  death  certificate  or  a 
divorce  decree,  after  having  worked  for  many  years  as  unpaid 
workers  who  have  contributed  substantially  to  their  families  and 
communities.  It  would  be  both  cruel  and  unfair  to  deny  displaced 
homemakers  access  to  emplojTnent  and  training  services  they  need. 

Several  States— Florida,  New  York  and  Louisiana,  for  example- 
have  recognized  that  displaced  homemakers  are  dislocated  v/orkers 
and  have  defined  them  as  such  in  the  Governors'  Coordination  and 
Special  Services  Plan.  These  States  can  utilize  JTPA  Title  III  dislo- 
cated worker  funds  to  support  displaced  homemaker  programs. 

Many  of  our  local  displaced  homemaker  programs  are  in  commu- 
nities that  have  experienced  plant  closings  or  farm  bankruptcies  in 
the  last  few  years.  The  displacement  of  workers  and  farmers  many 
times  directly  results  in  the  displacement  of  homemakers.  Our  pro- 
grams report  a  continumg  increase  in  the  number  of  women  who 
are  forced  to  leave  their  jobs  as  homemakers  because  of  layoffs, 
plant  clooings,  or  the  declining  farm  economy. 

The  economic  hardship  that  results  from  worker  dislocation 
causes  great  stress  and  sometimes  breakup  of  a  formerly  stable 
family. 

In  Beaver  County,  Pennsylvania,  a  community  hit  hy  numerous 
plant  closings,  a  program  for  dislocated  workers  was  initiated  in 
1982.  Darlene  Kaplan,  coordinator  of  the  Midland  Center  for 
Career  Development,  reports:  "There  were  so  many  women  coming 
to  us  for  help  that  we  were  compelled  to  design  a  program  for  the 
women  affected  by  the  plant  closings,  specifically,  displaced  home- 
makers  and  single  parents.  These  women  were  r\ot  sheltered  from 
the  impact  of  the  plant  closings,  which  goes  far  beyond  the  worker. 
It  affects  the  worker's  family  and  community  as  well.  The  women 
coming  to  the  program  were  experiencing  increased  rates  of  di- 
vorce, domestic  violence,  drug  and  alcohol  abuse,  and  the  employ- 
ment and  training  needs  of  these  women  were  great.  Because  many 
of  these  women  had  never  finished  high  school,  the  remedial  educa- 
tion assistance  as  well  as  counseling  and  support  services,  were 
needed  so  they  could  enter  the  work  force.'* 

We  applaud  Senator  Metzenbaum,  Senator  Simon,  and  other 
Committee  members  for  their  continuing  efforts  to  assure  that  dis- 
placed homemakers  have  access  to  training  that  will  lead  to  eco- 
nomic self-sufficiency. 

However,  we  are  concerned  that  the  Worker  Readjustment  As- 
sistance Act  proposed  by  the  Administration  and  also  under  consid- 
eration by  this  Committee  does  not  ^ecifically  name  displaced 
homemakers  as  an  eligible  population*  The  Displaced  Homemakers 
Network  cannot  support  a  pr<^am  that  excludes  displaced  home- 
makers.  We  would  hope  that  the  eligibility  of  displaced  homemak- 
ers under  the  Worker  Reacijustment  Assistance  Act  would  be  clari- 
fied at  today's  hearing. 

Thank  yoi:  for  this  opportunity  to  testify  before  you  on  this 
pressing  newl*  If  America  is  to  be  truly  competitive,  we  must  be 
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sure  that  all  displaced  workers,  regardless  of  the  cause  of  displace- 
ment, have  access  to  available  training  and  retraining  services. 
Thank  you. 

Senator  Simon.  We  thank  both  of  you. 

One  question— and  I  do  not  know  that  either  of  you  have  the 
answer  for  this.  In  your  statement,  Mr.  Yzaguirre,  I  notice  you  said 
women  tend  to  have  lower  dislocation  rates  than  men.  I  thought 
maybe  it  was  a  typographical  error,  and  I  checked  with  the  staff, 
and  your  statement  is  con^ect. 

Do  either  of  you  have  any  theories  as  to  wuy  that  is  the  case? 

Mr.  Yzaguirre.  I  think  it  has  to  do  with  labor  force  participa- 
tion, which  is  higher  among  men  than  it  is  women,  and  the  tradi- 
tional roles  of  women.  But  the  impact  v^en  it  does  happen,  of 
course,  is  devastating,  particularly  wnen  you  are  talking  about  now 
you  only  have  one  income  to  depend  on.  It  may  be  more  important 
to  look  at  some  of  the  problems  that  women  have,  if  they  are  the 
only  income  source. 

Senator  Simon.  Ms.  LeClair. 

Ms.  LeClair.  The  only  thing  I  might  add  is  that  in  layoffs,  the 
company  would  usually  start  at  the  bottom,  and  that  is  prime ^ly 
where  a  lot  of  the  women  are  in  the  companies,  particularly  service 
and  manufacturing  types  of  jobs. 

Senator  Simon.  Senator  Adams. 

Senator  Adams.  Thank  you,  Mr.  Chairman. 

Mr.  Yzaguirre,  I  have  one  question,  and  you  can  submit  your 
answer  for  the  record  if  you  would  like  to  spend  a  little  time  on  it. 
You  mentioned  that  you  would  like  to  have  farm  workers  included 
within  the  Act.  Now,  we  have  a  number  of  seasonal  farm  employ- 
ees in  the  State  because  of  the  orchards  and  so  on.  Would  you  like 
to  submit  to  us  your  suggestions  as  to  how  we  might  define  a  dislo- 
cated or  terminated  employee  if  we  were  to  approach  the  farm 
worker  problem,  because  we  have  a  different  definitional  problem 
than  wHat  is  generally  contemplated  in  this  bill. 

Mr.  Yzaguirre.  We  would  be  happy  to  submit  additional  testimo- 
ny and  further  facts  and  greater  tecimical  detail  on  the  subject. 

But  let  me  just  say  that  I  think  what  we  ere  talking  about  is.  not 
30  much  the  seasonal  changes  and  seasonal  unemployments  but 
rather  when  there  is  clearly,  as  there  was  in  the  Rio  Grande 
Valley  and  many  other  places,  clearly  an  abolishment  of  jobs  on  a 
permanent  basis— that  is,  if  people  can  no  longer  go  to  Illinois  to 
pick  tomatoes  because  those  farmers  are  no  longer  planting  toma- 
toes, and  they  cease  to  be  in  that  economy,  then  that  is  what  we 
will  be  talldng  about. 

Senator  Adams.  That  is  why  I  wanted  you  to  submit  to  us  in 
writing  the  manner  in  which  you  would'  handle  it,  because  I 
thought  that  was  what  you  were  discussing  were  the  complete  ter- 
mination of  an  entire  agricultural  industry  within  an  area  as  op- 
posed to  what  might  be  a  moving  group  of  workers. 

I  just  might  state,  Mr.  Chairman,  that  I  appreciate  the  testimony 
of  the  witnesses.  I  have  a  ^concern  not  only  in  the  area  of  timber, 
aluminum  and  potentially  in  the  agricultural  community  because 
we  do  have  a  shifting  tj^  of  employment.  I  am  also  very  con- 
cerned about  what  are  now  some  Federal  employees.  We  have  fa- 
cilities like  tiie  nuclear  facilities,  which  many  of  them  are  going  to 


ERIC 


488 


have  to  change  or  be  closed,  and  I  do  not  think  we  have  thought 
about  some  of  the  impacts  that  we  might  be  able  to  use  this  bill  for 
because  the  establishment  of  movement  of  people,  ranging  all  the 
way  from  construction  people  to  engineers  and  the  complete  termi* 
nation  of  their  jobs  are  distinct  pc^ibilities. 

Senator  Simon.  And  if  I  could  just  comment  on  your  last  remark, 
you  do  not  need  to  go  any  further  than  the  United  States  Senate, 
when  not  too.  many  months  ago,  there  was  a  budget  problem,  and 
all  of  a  sudden,  without  notice,  a  number  of  employees  of  the 
Senate  just  lost  their  jobs.  They  need  protection  as  well  as  every- 
one else. 

Mr.  Yzaguirre,  if  I  may  ask  you  one  question  that  is  not  related 
to  this  hearing,  but  since  you  are  President  of  La  Raza,  and  I  am 
on  the  Imniigration  Subcommittee.  Part  of  the  new  bill  and  the 
new  regulations  by  the  Immigration  and  Naturalization  Service  is 
a  $185  fee  plus  $420  overall  fee  per  family,  not  counting  family 
members  over  18  or  grandmothers,  sisters,  and  other  relatives. 

What  is  your  reaction  to  that  fee  schedule  that  INS  has  suggest- 
ed? 

Mr.  YzAGumRE.  Thank  you  for  your  interest  in  that  matter  be- 
cause it  is  of  great  importemce  to  us. 

Senator,  it  is  high.  Those  fees  are  high.  But  actually,  we  are 
more  concerned  with  other  aspects  of  the  fee  structure.  We  are  con- 
cerned that  the  Government  is  asking  the  INS  to  have  a  self-reim- 
bursing, self-financing  method.  But  it  is  asking  the  nonprofit  orga- 
nizations that  are  going  to  do  the  bulk  of  this  processing  to  limit 
their  fees  to  applicants  to  something  in  the  neighborhood  of  a  $75 
cap,  plus  another  $15  that  they  will  give  them,  plus  another  $25  or 
so  they  can  charge  on  top  of  that— so  less  than  $150  is  all  that  the 
local  nonprofit  organization  who  has  to  do  all  the  work  can  charge 
the  individual  applicant.  And  it  is  impossible  for  the  nonprofit  or- 
ganizations to  be  able  to  do  that  kind  of  processing  for  that  kind  of 
money.  And  that  amount  is  a  cap,  not  an  average.  So  that  it  maikes 
it  doubly  difficult  and  in  general.  Senator,  we  are  just  very  con- 
cerned that  the  INS  is  doing  everything  it  can  to  obstruct  the 
intent  of  Congress  on  this  matter. 

Senator  Simon.  Well,  we  would  be  very  interested,  and  obviously, 
we  are  going  to  have  to  move  quickly,  in  any  observations  you  have 
on  not  only  the  fees,  but  anything  else.  If  you  could  get  any  specific 
suggestions  to  my  staff  and  that  of  Senator  Kennedy  and  Senator 
Simpson,  we  would  appreciate  it. 

Mr.  Yzaguirre.  I  certainly  will. 

Senator  Simon.  We  thank  both  of  you  for  your  testimony.  We 
will  hold  the  record  open  for  ten  days  for  any  additional  written 
testimony'  anyone  may  wish  to  submit. 

Mr.  Yzaguirre.  Thank  you. 

[Additional  material  submitted  for  the  record  follows:] 
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Southcfn  WilUmtm 

Private  Industry  Council 

1140  Wtihgillopic  Road.  Suuc  44 
Eugene.  oJcgoo  V7401 
(503)  687-3800 


24  March  1987 

The  Honorable  Paul  Simon 
Chairman r  Subcommittee  on 

Employment  and 'Productivity 
United  States  Senate 
644  Dirksen  Senate  Office  Building 
Washington,  D.C.  20510 

Attention:    William  Blakey 

Dear  Senator  Simon: 

Thank  you  for  the  invitation  to  testify  before  the  Joint  Hearing 
of  the  Subcommittee  on  Employment  and  Productivity  and  the 
Subcommittee  on  Labor  on  March  26,  19&7.  Unfortunately  due  to 
time  constraints  and  costs,  I  am  unable  to  appear  in  person. 
Therefore,  I  am  submitting  the  enclosed  testimony  for  the 
committee's  consideration. 

The  work  that  your  committee  is  undertaking  to  aid  the  dislocated 
worker  is  important.  It  is  in  particular  a  major  topic  in  our 
area  bejcause  of  our  dependency  on  the  wood  products  industry. 
There  are  numerous  changes  occurring  in  the  wood  products  labor 
force.  Declines  in  the  wood  products  industry  have  far  reaching 
effects  into  all  aspects  of  our  community. 

We  enjoy  a  positive  working  relationship  with  our  local  wood 
products  labor  unions.  We  have  a  team  commitment  to  deal  with 
the  problems  facing  dislocated  workers. 

Thank  you  for  providing  us  the  opportunity  to  submit  this 
testimony.  Your  staff,  William  Blakey  and  Carla  Williams,  have 
been  very  helpful. 
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TESTIMONY  OP 
CHRIS  PRYOR,  CHAIR 
SOUTHERN  WILLAMETTE  PRIVATE  INDUSTRY  COUNCIL 
EUCENEr  OREGON 
PRESENTED  TO  THE  JOINT  HEARING  OP 
SENATE  SUBCOMMITTEE  ON  EMPLOYMENT  AND  PRODUCTIVITY 
AND 

SENATE  SUBCOMMITTEE  ON  LABOR 
MARCH  26 r  1987 

I  AM  HONORED  TO  ENTER  THIS  TESTIMONY  POR  YOUR  CONSIDERATION  IN 
REGARDS  TO  PENDING  LEGISLATION  AFPECTING  DISLOCATED  WORKERS.  I 
APPLAUD  YOUR  ATTENTION  TO  THIS  VERY  SERIOUS  MATTER.  IT  IS  AN 
ISSUE  OP  GREAT  IMPORTANCE.  THE  DISLOCATION  OP  WORKERS  OBVIOUSLY 
HAS  SEVERE  IMPACT  ON  THE  INDIVIDUAL;  IT  APPECTS  THE  COMMUNITY'S 
ABILITY  TO  RESPOND  AND  SURVIVE;  IT  APPECTS  OUR  NATION'S 
COMPETITIVENESS • 

THE  SOUTHERN  WILLAMETTE  PRIVATE  INDUSTRY  COUNCIL  IN  LANE  COUNTY/ 
OREGON/  HAS  MANY  YEARS  OPPERING  DISLOCATED  WORKER  SERVICES. 
I  TESTIPY  TO  YOU  WITH  ORGANIZATIONAL  EXPERTISE  ON  THE  NEEDS  AND 
CHALLENGES  ENCOUNTERED  BY  DISLOCATED  WORKERS. 
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TESTIMONY:  CHRIS  PRYOR 
MARCH  26,  1987 

OOR  COMMUNITY  IS  PRIMARIIY  WOOD  PRODUCTS  DEPENDENT,  THE  ECONOMIC 
RECESSION  THAT  MOST  OF  THE  COUNTRY  EXPERIENCED  IN  THE  EARLY  1980S 
WAS  A  DEPRESSION  FOR  OUR  COUNTY.  OUR  WOOD  PRODUCTS  INDUSTRY  WAS 
SEVERELY  UNDERCUT  BY  A  DECREASE  IN  DEMAND  DUE  TO  THE  DECLINE  IN 
HOUSING  STARTS,  EVEN  THOUGH  WE  ARE  SEEING  -  IMPROVEMENTS  IN  THIS 
AREA,  WOOD  PRODUCTS  JOBS  ARE  STILL  BEING  LOST  DUE  TO  FOREIGN 
TRADE,  NATIONAL  ADJUSTMENTS  (SHIFT  TO  THE  SOUTH),  AND 
TECHNOLOGICAL  ADVANCEMENTS,  AUTOMATION  WILL  CONTINUE  TO 
ADVERSELY  IMPACT  OUR  LOCAL  WORKERS, 

I  APPLAUD  YOUR  COMMITMENT  TO  THIS  AREA  OF  CRITICAL  NATIONAL 
CONCERN  BOTH  IN  TERMS  OF  TIME  AND  RESOURCES,  I  HAVE  THE 
FOLLOWING  SPECIFIC  COMMENTS  TO  OFFER: 

DESIGNATED  SERVICE  DELIVERERS 

IN  SOME  AREAS,  SUCH  AS  OURS,  PRIVATE  INDUSTRY  COUNCILS  HAVE  BEEN 
DELIVERING  EFFECTIVE  DISLOCATED  WORKER  PROGRAMS,  CERTAINLY  YOU 
WANT  TO  BUILD  ON  THE  LEARNING  EXPERIENCES  WE  HAVE  ALREADY 
EXPERIENCED,  I  SUGGEST  THAT  WHEN  A  SUCCESSFUL  DISLOCATED  WORKER 
PROGRAM  EXISTS,  YOU  ENCOURAGE  THE  GOVERNOR  TO  GIVE  SERIOUS 
CONSIDERATION  TO  MAINTAINING  THE  DELIVERY  AGENT, 
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TESTIMONY:  CHRIS  PRYOR 
MARCH  26r  1987 

S.  538  LEAVES  THE  DESIGNATION  OP  SERVICE  DELIVERERS  OPEN  TO  THE 
GOVERNOR.  THE  ADMINISTRATION'S  BILL  DESIGNATES  THE  PRIVATE 
INDUSTRY  COUNCIL  WITH  SOME  VARIATION.  I  SUGGEST  THAT  YOU  GIVE 
THE  PRIVATE  INDUSTRY  COUNCILS  (WHERE  THEY  HAVE  BEEN  ALREADY 
RUNNING  THE  PROGRAMS)  THE  RIGHT  OP  PIRST  REPUSAL.  THIS 
SUGGESTION  ALLOWS  POR  DESIGNATION  OP  THE  APPROPRIATE  BODY, 
BUILDS  ON  PREVIOUS  EXPERIENCE,  DOES  NOT  REINVENT  THE  WHEEL,  YET 
ALLOWS  POR  AREAS  WHERE  THE  PRIVATE  INDUSTRY  COUNCILS  DO  NOT  WISH 
TO  BE  INVOLVED. 

INVOLVEMENT  OP  THE  PRIVATE  INDUSTRY  COUNCIL 

WE  HAVE  POUND  THAT  BY  HAVING  OUR  PRIVATE  INDUSTRY  COUNCIL 
ADMINISTER  BOTH  TITLE  II  AND  TITLE  lit  (DISLOCATED  WORKER 
PROGRAM)  RESOURCES  UNDER  THE  JOB  TRAINING  PARTNERSHIP  ACT,  WE 
HAVE  INTEGRATED  BETTER  SERVICES.  WE  DO  JOINT  JOB  SEARCH  EPPORTS 
AND  JOINT  VOCATIONAL  TRAINING.  THE  EMPLOYER  SEES  A  STREAMLINED 
EPPICIENT  OPERATION  AND  IS  NOT  CONFUSED  AS  TO  WHAT  ORGANIZATION 
HAS  THE  POTENTIAL  TO  TRAIN  NEW  EMPLOYEES  POR  JOB  OPENINGS.  THE 
SHARED  COST  ASPECT  OP  THE  VOCATIONAL  TRAINING  ALLOWS  US  TO 
LEVERAGE  MORE  SERVICES  TO  MORE  PEOPLE. 
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TESTIMONY:  CHRIS  PRYOR 
MARCH  26,  1987 

EVEN  IF  A  PRIVATE  INDUSTRY  COUNCIL  WERE  NOT  THE  DELIVERER  OF 
DISLOCATED  WORKER  SERVICES,  THE  PRIVATE  INDUSTRY  COUNCIL  SHOULD 
BE  CONSULTED  BECAUSE  IT  IS  A  RESOURCE  FOR  THE  FOLLOWING: 

I,  LABOR  MARKET  INFORMATION  ABOUT  THE  COMMUNITY 

II,  INFORMATION    ABOUT   EDUCATIONAL    AND  TRAINING 
SERVICES  AVAILABLE  IN  THE  COMMUNITY; 

III,  MATCHING  TRAINING  NEEDS  TO  PROGRAMS  AVAILABLE. 
FURTHERMORE,  WORKIH^?  WITH  THE  LOCAL  PRIVATE  INDUSTRY  COUNCIL  MAY 
PROVIDE  OPPORTUNITXBS  TO  LEVERAGE  ADDITIONAL  FUNDS  OR  SHARE  THE 
COSTS  OF  TRAINING  PROGRAMS. 

INVOLVEMENT  OF  THE  STATE  JOB  TRAINING  COORDINATING  COUNCIL 
THE  STATE  JOB  TRAINING  COORDINATING  COUNCIL  (SJTCC)  IS  THE 
APPROPRIATE  BODY  TO  OVERSEE  AND  ADVISE  THE  GOVERNOR  ON  THESE 
DISLOCATED  WORKER  INITIATIVES.  I  AGREE  THAT  THE  TRIPARTITE 
ADVISORY  COMMITTEE  ENVISIONED  IN  S.  538  CAN  BE  AND  SHOULD  BE  A 
PORTION  OF  THE  SJTCC. 

THE  SJTCC  HAS  BROAD  VISION  TO  VIEW  ALL  THE  STATE'S  JOB  TRAINING 
PROGRAMS.  THIS  BODY  AVOIDS  DUPLICATION,  ADVOCATES  FOR 
COOPERATION  AND  CAN  FACILITATE  THE  LEVERAGING  OP  ADDITIONAL  JOB 
TRAINING  FUNDS  AND  OTHER  STATE  RESOURCES. 
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TESTIMONY:  CHRIS  PRYOR 
MARCH  26,  1987 

WORKER  ADJUSTMENT  COMMITTEE 

WORKER  ADJUSTMENT  COMMITTEES  HAVE  BEEN  AN  INTREGRAL  ASPECT  OF  OUR 
DISLOCATED  WORKER  OPERATION.  WE  HAVE  FACILITATED  SEVERAL  LABOR 
MANAGEMENT  COMMITTEES.  WE  HAVE  A  JOINT  LABOR  MANAGEMENT  STEERING 
COMMITTEE  FOR  OUR  CURRENT  DISLOCATED  WORKER  PROGRAM.  THIS  IS  A 
VALUABLE  ACTIVITY.  IT  IS  FEASIBLE  TO  DO  IT  WITHIN  THE  FRAMEWORK 
OF  PRIVATE  INDUSTRY  COUNCIL  MANAGEMENT  OF  THESE  FUNDS. 


THE  PRIVATE  INDUSTRY  COUNCILS  IN  THIS  COUNTRY  REPRESENT  A  VIABLE 
SERVICE  DELIVERY  MECHANISM  FOR  JOB  TRAINING.  OUR  SCOPE  IN  LANE 
COUNTY,  OREGON,  IS  BROADER  THAN  JUST  THE  NEEDS  OF  THE 
ECONOMICALLY  DISADVANTAGED.  PRIVATE  INDUSTRY  COUNCILS  SHOULD  BE 
CONSIDERED  IN  THE  IMPLEMENTATION  OF  THE  NEW  DISLOCATED  WORKER 
LEGISLATION. 

RESPECTFULLY  SUBMITTED  — . 


SUMMARY 


SOUTHERN  WILLAMETTE  PRIVATE  INDUSTRY  COUNCIL 
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Western  Job  Training  Peirtnership  Association 


March  23.  1987 


Mr.  William  A.  Blakcy 

Chief  Council 

Senate  Subcommittee  on 

Employment  &  Productivity 
SD  428  Dirkson  Bldg. 
Washington,  D.C.  20510 


Dear  Mr.  Blakey: 

I 

At  the  suggestion  of  Les  Francis,  I  am  enclosing  a  copy  of  a  statement 
of  principals  on  Worker  Readjustment  Program  Legislation,  adopted  last 
week  by  the  Western  Job  Training  Partnership  Association. 

Our  Association,  which  is  composed  of  local  PICs  and  SDAs  in  California 
and  other  western  states,  is  anxious  to  work  with  you  and  the  members  of 
the  Subcommittee  in  shaping  Federal  Legislation  on  worker  readjustment 
and  other  Federal  Legislation  of  importance  to  local  PIC$  and  SDAs. 

We  would  appreciate  your  including  oar  statement  of  principals  on  worker 
readjustment  as  testimony  in  the  record  of  the  Hearings  on  this  subject 
which  are  to  be  held  by  the  Subcommittee  on  April  6th. 

Thanks  for  your  help.  I  look  forward  to  working  with  you  in  the  future, 
r  regard  Sj^ 


Senator  Cranston 
Senator  Wilson 
Martin  Jensen,  NJTP,  Inc. 
WJTPA  Board  of  Directors 
Les  Francis 


Enclosure 


WJTPA  •J024FSfrt*t  •  S*aam*nto.C*WcmIa  95814  •  916/44J.5603 
SDA  Ktmbcrship  From:  Ariion*,  OWomii.  Haw**,  Nevada 
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Western  Job  Training  PauTinershlp  Asscciafion 


WORKER  PRADJnSTMgVT  PROGRAM  T^gGTSTATTfiW 


PROGRAM  PnRPn.«^|y* 

In  vltw  of  tht  tMrgtnctt  of  a  truly  Inttr-dtptndtnt  world  tconoBy 
and  of  tht  rapid  advanct  in  ttchnology^  tht  rtatrocturing  of 
Aatrlca'a  industry  it  an  ongoing  phtnostnon  wbott  byproduct  it 
vorktr  dislocation  and  job  obtolttctnct  that  afftct  tht  job 
ttcurity  and  incomt  of  Aatrican  industrial  trorktrs  and  thtir 
familits«  A  anifitdr  ftdtrally  fundtdr  locally  adainisttrtd 
worktr  RtadjustBtnt  Program  should  bt  c^tattd  to  providt  a  dual 
systta  of  rtOBployatnt  aosistanct  and  training  that  takts  into 
account  tht  carttr/lift  rtadjustatnt  that  tht  faaily,  as  wall  as 
tht  dislocattd  vocktrr  Biuat  fact. 

o?5  /L^^"  ?^w^^u  ^•d^ral  program  should  bt  to  provldt  local 
^xcs/SDAs  with  tht  rtsourcts  and  capacity  to  rtspond  rapidly  to 
curat  distinct  situations i  largt  plant  closurts/iayof fs, 
noptfully  with  advanctd  notict  and  prt-layoff  assistanct  at  tht 
Plant  sitt;  othtr  plant  closurts/layof fs  at  ctntvalixtd 
community  strvict  ctnttrs,  and  retraining/strvicts  to  J.4ng-ttrm 
untapioytd  individuals  whost  skills  art  obsolttt  to  tht  local 
labor  marktt. 

PROGRAM  PXp>Miyr|^Rff. 

o      Build  program  upon  txisting  jtpA  dtlivtry  system* 

o  Emphasizt  a  partntrship  bttwttn  busintssr  labor  and 
govtrnmtnt« 

o  Crtatt  a  statt  Itvtl  >arly  warning  systtm  to  rtport 
significant  company  and  occupational  layoff 8« 

o  Crtatt  tht  Itgal  framtwork  and  inctntivts  for  advanctd 
notict  of  significant  structural  layoff  or  plant 
cio8urt« 


•  1024FS<rt«t  •  S*er»m«nto,C«>romU9581<  •  916/441.5603 
^SOA  KcmUnhip  From:  AflioM,  COfomU.  Hmt*!  H«v«d« 
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0  Biiphatlxt  rapid  rMBPloyatnt  ai  program's  Prlsary  goal# 
vbtrsby  aaklng  rttralnlng  a  atcondary  oonaldtration, 

0  Dtvtlop  local  8DA  *flrt  houst"  capacity  to  provldt 
rapid  crisis  Inttrvtntlon  strvlcas  and  IsMdlatt  crisis 
inttrvtntlon  funding. 

0  Build  a  statt  and  local  Itvtl  capacity  to  rtspond  to 
plant  closurts/aass  layoffs  by  providing  rtaaploymtnt 
asslstanct  and  rttralnln?  strvlcts. 

0  Provldt  targtttd  funding  for  job  crtatlon  programs  that 
could  Includt  small  business  dsvelopmentf  attraction 
and  txpanslon* 


DRT^TWRY  ffTgnW, 

0  Dav«lop  rapid  rasponsa  funding  capability  to  matt 
stattt-vldt  and  local  vorkar  dislocations* 

0  .Oavttlop  tha  ongoing  capacity  of  local  piCs/SOAs  to 
respond  to  plant  cloalngs/ma^s  layoff s,  vhlch  Includes 
ongoing  funding  and  tachnlcal  assistance  as  needed« 

0  Establish  strong  state  Interagency  task  force  or  worker 
readjustment  unit,  headed  by  a  Covernor-appolnted 
Interagency  coordinator,  to  support  locally  designed 
Interventions, 

0  Give  local  SDAs  the  flexibility  to  develop  local 
program  designs  and  strategies  to  meet  local  needs « 

0  Seek  the  advice  of  labor  and  management  In  the  design 
of  the  local  program^  wherever  possible* 

0  Encourage  the  networking  of  community  resources-'-' 
state  and  local  agencies^  business,  labor#  and 
nonprofit  groups* 


-DISLQCATgn  wORrFR  flRPVTrn^t 

0  Encourage  pre-plant  closures/layoff  Interventions  by 
providing  dislocated  worker  services  prior  to  layoff # 
preferably  at  the  plant  location* 

0  Address  the  readjustment  needs  of  the  entire  displaced 
worker  family^  including  family  stress  counseling  and 
spousal  reemployment  services* 
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Xaphaslxt  aggrtsslvt  ongoing  job  dtvtlopatnt  and 
placMMnt  BtrTlctB. 

Rtcognlxt  that  In  vaklng  a  carttr  cbangt  t>ht  dislocated 
vorktr  aay  nttd  to  changt  jobs  sort  than  onct  and 
should  bt  tntltl*d  to  contlnutd  progran  asBlstanct. 
Ost  nt«d«/ba«td  paywintB  and  rtlocatlon  aaalatanct  only 
as  a  last  rtsort* 

Pcovlda  tha  lagal  f  raMVork*  to  allow  loan  rtf  Inanclna 
and  dabt  asslstanct  to  prottct  tht  dislocated  workers* 
hoM,  autoaoblle  and  credit  rating. 

Mandate  the  extension  of  vedlcal  benefits  for  at  least 
six  Bonths  after  layoff. 


RBTPATNINGi 


Focus  retraining  resources  on  full-tlate  employMnt  wltL 
sustaining  Incoae  and  career  growth. 

Eaphaslxe  a  partnership  between  goveinaent/educatlon 
and  business  to  retrain  workers  for  econonlcally  viable 
jobs.  Including  job  retraining  for  those  In  danger  of 
career  obsolescence,  and-  for  retraining  displaced 
workers  for  career  change  when  required. 

Develop  an  ongoing  capacity  for  retraining  using  the 
facilities  of  local  educational  agencies  In  partnership 
with  local  business* 

Fund  basic  education  only  as  a  neans  for  getting  Into  a 
specific  job  or  retraining  prograM  and  encourage  the 
Involvenent  of  local  educational  resources  for  ongoing 
educational  needs  of  displaced  workers. 

Recognise  that  Illiteracy  Is  a  predominant  and 
sensitive  problem  that  takes  one-on-one  assistance  with 
displaced  workers* 

Allow  for  the  provision  and  extension  of  DZ  benefits 
for  displaced  workers  while  undertaking  classroon 
training. 

Set  no  limitation  on  when  a  ai  recipient  may  apply  for 
01  training  benefit  extensions. 


ERIC 


499 


Pag«  4 


o 


o 


o 


o 


o 


o 


riact  th%  Mjor  portion  of  dliplac^d  vorktr  funding  at 
Um  local  and  statt  Itvtls,  rttalnlng  a  nail  portion 
at  tht  national  ItTtl  for  It  a  0  prograM,  tachnlcal 
asslataiica#  and  aaarg^ncy  dlscrttlonary  funding. 

Pand  tht  dlslocatad  vorktr  adjaitaant  program  on  tht 
JTPA  faodlng  cyclt^  l*t«  July-Junt  program  ytar. 

Frovldt  for  mk  TlUt  XXX  transition  funding  with  tht 
ability  to  ooBKit  funds  through  Junt  30,  1988« 

Frovldt  for  contlnutd  strvlcts  to  Tlctlas  of  plant 
closurts/aass  layoffs  for  at  Itast  ont  ytar,  tvtn 
though  a  program  may  straddlt  tvo  JTPA  program  ytars. 

Provldt  national  funding  for  rtstarch  on  job 
obsoltsctnct  an£  for  updating  tht  Dictionary  of 
Occupational  Tltlts,  ptrhaps  on  a  coaputtrlxtd  systtm« 

Allow  funds  to  bt  ustd  for  promoting  small  buslntss 
Incubation,  buslntss  acqulsltlon/txpanslon  and  job 
crtatlon,  wbtrt  nttdtd. 

Provldt  formula  allocation  of  ftdtral  funds  on  a  21/81% 
ftdtral  to  statt  split  and  llktwlsc  a  mandattd  81%  pass 

through  of  tht  statt  allocation  to  local  SDAs« 

Assurt  program  funding  stability,  whllt  rtcognlxlng  tht 
nttd  for  rtallocatlon  of  unsptnt  monlts«  by  providing 
atml-annual  rt allocations  of  funds. 
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Private  Industry  Council,  Inc. 

Box  1567  Jerrersonviiie.  IN  47150-1567 
Phone:  d12-2U^5l 


Kirch  20.  1967 


In  r*rt'>tn>Mp  with 
lm<t\  (W<1M  OffkUW 

i  f  O  Spolirwn 


Tit*  Honorable  Nul  Simon 
VnUtd  Stat«a  S«oat« 
Comlctta  on  Labor  and 
Human  IUiourc«i 
tfaihlotton.  D.C.  2OSIO*630O 

Dear  Senator  Slaooi 

I  *n  vrUUt  to  lofora  you  that  X  vlU  not  b«  able  to  provtda  oral  ttitlBony 
at  your  b«arlnt  on  3/26/67  r«tardtnt  th«  Zcooowlc  Dti location  and  VorUk 
A4ju«tMnt  Ai*lataoc«  Act  and  th«  Vorkcr.  K«adJ*ifttKnt  Asalitance  Act.  Vc 
hava  a  )frlvat«  Xoduatry  Council  MVtlns  that  Bomlnf  and  an  Indiana  tlQ  Chain 
Aaioclatlon  Mttlnt  that  aftamoos.  both  of  which  X  f*«l  X  n««i  to  atttnd  du« 
to  vh«  topic*  to  b«  covered. 

X  do.  however,  have  •o*e  coarxnte  resardlof  th«  ^lllai  and  you  will  find  thcs 
attached.    X  hope  that        find  thca  to  ba  helpful  In  your  deUberatloni. 

If  you  or  your  ataff  have  any  ^eitlona  res>rdlnt  thla  ;  ''•r.  or  If  X  can  be 
of  a*«Utanc«  In  the  future,  pleaae  do  not  heit'ate  to  cc    JCt  »e. 


Sincerely. 


Chalrwn 


cci  rile 


PARTNERS  IN  EMPLOYMENT  AND  TRAINING 
Scfvins:  CUf    CraMford.  floyd.  Uxnhon,  Oa^t^,  Sco{t«  Withlngion  Coontiet 
ttootlcf  Vill«y  fcoftomic  Oppoftunity  Cofpofitlon  •  AdmlnHtaiit<  Sufi 
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Written  Testiaony  on  Proposed  Legislation: 


Subtitle  C,  Worker  Readjustnent  Act  (WRAP) 


And  S.538  presented  to 


CoMiittee  on  Labor  and  Buaan  Resources 


Senator  Paul  Si»on«  Chairman 


by 


Leo  R.  Toupin,  Chaiman 


Boosier  FaHs  Private  Industry  council 


Jeffersonville^  IH  47130 


Generally,  I  note  that  both  bills  attempt  to  address  perceived 
shortcomings  in  the  current  Job  Training  Partnership  Act  legislation 
directed  toward  DiiilocAted  or  laid  off  workers.  Specifically, 
S.538  addressed  concerns  that  arise  more  from  the  variety 
of  ways  that  JTPA  Titls  III  allocations  and  programs  are  provided 
in  the  various  states.    The  JTPA  amendments  and  S.538  expand 
on  the  definition  of  a  dislocated  worker  to  include  fanners, 
the  self-employed  and  honvemakers  which  I  support. 
The  concepts  of  advance  notification  and  rapid  response  with 
local  involvement  of  worker  adjustment  committees  and  the 
involvement  of  the  local  employment  and  training  professionals 
provided  by  the  local  private  industry  councils  are  to  be 
encouravcd.    Required  consultation  before  layoff  is  also  worthy. 
However,  as  a  private  sector  employer,  who  recently  experienced 
a  plant  closure,  I  question  the  feasibility  of  the  reauired 
notification  periods  and  the  reality  of  the  employees  being 
prevented  from  disclosing  the  intended  layoffs.    The  administrative 


U  V  -o, 
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enforcement  proposed  is  contrary  to  the  concept  of  free  enterprise 
in  a  free  market.    I  believe  too  many  employers  may  delay 
notice  of  layoff  because  of  unforseen  circumstances.  Therefore, 
Z  suggest  an  approach  to  bring  about  these  timely  activities 
by  providing  incentives  as  prc^osed  in  the  worker  Readjustment 
Act  (wrap) .    As  an  employer  approaches  a  time  of  closure  or 
layoff,  timely  notification  will  occur  where  incentive?  exist 
and  intervention  services  are  available,  rather  than  punishment 
in  the  courts  for  companies  or  individual  business  men  who 
will  shortly  disappear  from  the  market  place. 
Z  note  in  S.538  that  state  residency  is  not  a  requirement 
for  a  dislocated  worker  to  bo  served.    Self  employment  demon- 
stration program  and  loan  demonstration  projects  arc  recognized. 
All  services  now  recognized  and  provided  under  Title  ZZZ  of 
JTPA  are  also  cited  in  the  bill.    I  see  these  as  positive 
features  of  the  bill.    However,  Z  am  concerned  regarding  the 
establishing  of  the  Tri-partite  committee  on  the  state  level. 
Z  personally  believe  that  this  should  be  a  function  of  the 
existing  State  Job  Training  Coordinating  Council  as  suggested 
as  a  possible  choice  in  the  bill. 

Z  am  also  concerned  that  section  331  creates  the  potential 
for  public  works  employment  in  5  to  10  communities  around 
the  nation.    Private  sector  PIC  members  are  always  wary  of 
public  works  projects,  and  believe  that  such  spending  could 
be  better  directed  toward  dislocated  worker  projects  developed 
by  local  PICs  based  upon  local  needs  for  regular  participant 
services. 
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A  review  of  the  Worker  Readjustment  Act  Title  I-C  recognizes 
nore  features  of  the  existing  Job  Training  Partnership  Act. 
This  bill  proposes  the  delivery  system  and  services  to  be 
provided  through  the  currently  existing  system  under  JTPA. 
The  concept  of  Voluntary  Advance  Notice »  Intervention  Assistance 
and  rapid  response  are  a  part  of  this  bill  with  incentives 
to  the  business  person  for  initiating  the  proper  acts  toward 
a  closure  or  layoff.    I  believe  this  is  a  more  creative  approach 
to  a  real  traumatic  event  in  business. 

PIC  oversight  and  review  of  the  proposed  programs  of  services 
of  this  act  is  a  positive  feature  of  this  bill.  The  role 
of  the  Job  Training  Coordinating  Council  is  also  positive. 
I  note  that  this  bill  denies  public  service  employment  or 
work  experience  which  have  historically  been  for  purposes 
other  than  training  of  dislocated  workers.  I  can  support 
this  concept. 

Recognition  of  ^IC  oversight  of  providers  of  employment  services » 
the  linkage  of  this  bill  to  Wagner/Peyser,  JTPA,  and  credit 
to  U.I.  tax  for  employers  are  all  positive  features  of  this 
bill. 

I  believe  the  vouchering  system  for  training  can  be  better 
addressed  through  supportive  services  or  tuition  support  at 
the  local  level  by  the  PICs  responsible  for  the  whole  range 
of  services  proposed  in  this  bill. 

Generally,  I  understand  and  support  the  major  concepts  and 
intent  of  both  of  these  bills.    I  suggest  that  the  committee 
review  the  existing  JTPA-Title  III.    You  will  note  that  Title 
III  only  contains  8  (eight)  sections,  and  could  easily  be 
expanded  to  include  all  of  the  positive  features  in  both  of 
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these  proposed  bills.    Our  local  PIC  has  been  allocated  dislocated 
worker  funds.    We  currently  have  a  rapid  response  procedure 
and  a  number  of  services  such  as  literacy,  vocational  training, 
retraining,  on-the-job-training,  job  search  and  supportive 
services.    I  believe  the  current  JTPA  system  as  it  exists 
can  provide  the  vehicle  to  deliver  the  positive  features  of 
the  two  proposed  bills. 

The  coinmittee  should  consider  the  expansion,  by  amendment, 
of  the  current  Title  III  of  the  Job  Training  Partnership  Act, 
rather  than  create  a  new  and  separate  system.    The  creation 
of  a  new  system  with  new  administrative  units  from  Department 
of  Labor  down  to  "local  units  of  Government"  would  be  costly 
in  both  time  and  money.    It  should  be  noted  that  surveys  have 
indicated  that  local  PZCs  charged  with  delivering  dislocated 
worker  services  have  had  the  best  record  in  comparison  to 
state  or  federal  dislocated  worker  projects.    Indiana  has 
established  a  comprehensive  employment  and  training  system, 
and  I  believe  that  the  intent  and  content  of  these  two  proposed 
bills  could  be  best  met  through  amending  JTPA  (PX<97-300)  and 
using  the  present  system. 


Respectfully, submit ted. 


Hoosier  Falls  PZC 
March  26,  1987 


ERIC 


505 


STATEMEHT  OF  LEE  OTTENBERG 
OH  BEHALF  OF 
THE  ZKDEPEKDEHT  BAKERS  ASSOC! ATZOH 
BEFORE  THE 

SENATE  SUBCOMMITTEE  ON  LABOR,  EMPLOYMENT  AND  PRODUCTIVITY 
HOLDING  HEARINGS  ON 
THE  ECONOMIC  DISLOCATION  AND 
WORKER  ADJUSTMENT  ASSISTANCE  ACT  OF  1987 
(Plant  Closing  Legislation) 
March  26,  1987 

Mr.  Chairman: 

My  name  is  Lee  Ottenbcrg  and  I  am  appearing  today  as 
Chairman  of  the  Legal  Affairs  Committee  of  the  independent  Bakers 
Association,  a  Washington  based  trade  association  representing 
small  and  medium  sized  wholesale  bakeries  most  of  which  are 
family  owned.    IBA's  membership  also  includes  members  of  the 
allied  trades.    Our  membership  produces  approximately  50%  of  the 
nation's  wholesale  baked  goods.    I  also  serve  as  Vice  President 
of  Ottenberg's  Bakery  in  Washington. 

Mr.  Chairman,  the  "Economic  Dislocation  and  Worker 
Adjustment  Assistance  Act  of  1987", (S. 538) ,  certainly  addresses 
issues  of  concern  to  members  of  the  baking  industry,  we 
enthusiastically  endorse  Titles  I  and  III  as  necessary  programs 
in  the  assistance  of  dislocated  workers. 

Specifically,  Title  I  would  appropriate  $980  million  from 
general  revenues  to  assist  dislocated  workers.    This  assistance 
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would  include  the  establishment  of  a  Dislocated  Worker  Unit  (DWU) 
at  the  US  Department  of  Labor  to  distribute  70  percent  of  the 
funding  to  individual  states.    The  DWU  would  hold  30  percent  of 
the  funding  in  reserve  for  demonstration  projects  for  retraining, 
job  search  assistance,  relocation  assistance,  vocational 
education  and  on-the-job  training,  basic  education  and  literacy 
training  and  income  support  for  those  enrolled  in  training 
programs.    Because  Title  I  aids  unemployed  workers  at  so  many 
different  levels,  the  ZBA  heartily  endorses  it  as  a  much  needed 
tool  to  aid  the  unemployed  in  the  transition  to  new  jobs. 

Title  III  would  establish  special  demonstration  projects  to 
test  new  approaches  to  retraining  and  job  creation.  These 
demonstration  projects  include  a  federal  loan  program  for  the 
training  of  dislocated  workers  and  a  public  works  employment 
demonstration  program.    The  intent  of  Title  III,  the  assistance 
of  the  unemployed  in  gaining  job  skills,  is  endorsed  by  the  IBA. 

Title  II  of  S.S38  would  require  businesses  with  SO  or  more 
employees  to  give  advance  notice  of  "plant  closings  and  mass 
layoffs"  to  employees  or  their  representatives.    The  notices  arc 
graduated,  based  on  the  number  of  employees  to  be  displaced:  90 
days  notice  for  layoffs  of  50-100  employees;  120  days  notice  for 
layoffs  of  101-499  employees;  and  180  days  notice  for  layoffs  of 
SOO  or  more  employees.    Title  II  would  also  require  employers  to 
consult  and  negotiate  with  union  representatives,  or  at  nonunion 
work  sites,  with  representatives  selected  by  the  employees. 
These  sessions  would  be  for  the  sole  purpose  of  examining 
Alternatives  to  the  planned  layoffs.    Because  Title  II  of  the  Act 
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neg^cively  impacts  the  small  and  medium  sized  bakers  who  comprise 
the  majority  of  our  membership,  the  Independent  Bakers 
Association  opposes  it  for  the  following  reasons: 

1.  Mandatory  announcement  of  layoffs  and  plant  closings 
will  result  in  loss  of  reputation  and  product  loyalty.    In  the 
baking  industry  orders  and  credit  are  intrinsically  related  to  a 
baker's  good  ncune  and  continuity.    The  loss  of  reputation  and 
brand  availibility  will  undermine  credibility  and  ultimately 
result  in  further  loss  of  revenues  in  an  already  depressed 
situation. 

2.  Loss  of  revenue  during  the  notice  period  may  force  the 
early  dismissal  of  a  substantially  larger  number  of  employees 
than  initially  anticipated.    In  addition,  any  possibility  of 
recovery  which  could  put  employees  back  to  work  is  seriously 
impaired  or  totally  destroyed. 

3.  The  baking  industry  is  cyclical  in  nature;  therefore, 
mandating  specific  time  frames  is  unrealistic  in  our  industry. 
Layoffs  are  often  necessary  during  low  periods,  but  arc  offset  by 
periods  of  peak  production.    Low  periods  will  be  prolonged  during 
mandated  notice  periods,  which,  in  turn,  will  effect  prospects 
for  reemployment  and  inhibit  the  baker's  ability  to  recover. 
Free  of  government  interference,  the  leaking  industry  balances  its 
highs  and  lows. 

4.  The  bill  does  not  distinguish  between  different  types  of 
industry.    Bakery  products  are  extremely  perishable;  therefore, 
bakers  do  not  have  inventories  to  maintain  business  during  a 
notice  period,  whereas  other  types  of  business  may  be  able  to 
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continue.  Without  new  orders  for  fresh  products  workcts  will  be 
dismissed    earlier  than  planned. 

5.  Flexibility  is  especially  critical  to  the  small  and 
medium  sized  companies  that  arc  the  major  job  generators' of  our 
economy.    These  companies  including  wholesale  bakers  tend  to 
operate  in  high  risk  low  margin  business  environments. 
Flexibility  is  essential  to  their  success;  the  costs  of  failure 
have  to  be  kept  low  or  the  incentives  to  start  up  will  be  lost 
and  the  new  jobs  forfeited. 

6.  Advances  in  technology,  intended  to  lower  the  cost  of 
baked  goods,  often  displace  workers.    Title  II  of  the  act,  which 
is  intended  to  assist  displaced  workers,  in  effect  penalizes 
employers  for  implementing  new  technology. 

7.  The  Independent  Bakers  Association  is  fundamentally 
opposed  to  government  interference  in  the  private  business 
sector.    We  believe  that  interference  will  especially  upset  the 
delicate  balance  of  labor-management  relations.    Businessmen  must 
be  free  of  government  constraints  and  interferences  in  order  to 
make  sound  business  decisions. 

8.  Consultation  is  also  a  troubling  concept  in  practice. 
Companies  don't  treat  lightly  the  decision  to  close  a  plant. 
When  they  do  make  this  decision,  it  is  generally  after  all  other 
possibilities  have  been  explored. 

In  conclusion,  Mr.  Chairman,  the  Independent  Bakers 
Association  believes  that  voluntary  advance  rotice  of  plant 
closings  and  layoffs  is  good  business  practii:e  and  should  be 
encouraged  and  facilitated  whenever  possible.  In  addition,  due  to 
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the  cyclical  nature  of  the  baking  industry  and  the  myriad  of 
unforsecn  circumstances  surrounding  plant  closings  and  layoffs, 
mandatory  notice  is  not  only  an  ineffectual  means  of  aiding  the 
employee,  but  in  fact  serves  to  diminish  the  flexibility  that  is 
vital  to  compete  successfully  in  the  wholesale  baking  industry. 

Therefore,  The  Independent  Bakers  Association  urges  passage 
of  S.538,  minus  Title  ZI.    Congress  once  had  a  gentleman's 
agreement  with  business  not  to  mandate  employment  benefits. 
These  were  to  be  left  to  collective  bargaining  -  the  market 
place. 

IBA  hopes  that  Congress  will  reinstitute  this  practice I 
Mr.  Chairman,  thank  you  for  this  opportunity  to  present  our 
views. 

Contact:    Robert  N.  Pyle,  President 


1701  K  Street,  NW 
suite  1004 

Washington,  DC  20006 
202/223-2325 
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TESnMONT 


OP  THE 


NATIOHAL  ALLIANCE  OP  BUSINESS 


JOINTLY  BEPORETHE 


SUBCOMMnTEE  ON  EMPLOYMENT  AND  PRODUCnVlTY 


AND 


COMMITTEE  ON  LABOR  AND  HUMAN  RESOURCES 


UNITED  STATES  SENATE 


ON  ECONOMIC  ADJUSTMENT  ASSISTANCE  POR  DISLOCATED  WORKERS 


Mr.  Chairman,  I  appreciate  the  opportunity  to  submit  testimony  for  review  by  the 
Committee  on  the  critical  Ijsuc  of  economic  adjustment  assistance  for  dislocated 
workers.  (Submitted  by  John  L.  Clendenin,  Chairman  and  Chief  Executive  Officer  of 
BellSouth  Corporation,  and  Chairman  of  the  National  Alliance  of  Business). 

NAD'S  commitment  to  the  goal  of  assisting  workers  who  lose  their  jobs  permanently 
because  of  structural  economic  adjustments  Is  manifest  In  the  variety  of  activities  It 
has  sponsored  In  this  field  Including:  direct  technical  assistance  through  the  NAB 
Business  Consulting  Service  to  companies,  unions,  states,  and  localltlfcS  with  developing 
dislocated  worker  programs  at  over  25  sites;  two  national  conferences  on  worker 
dislocation  and  technical  assistance  guides  for  employers  and  States  on  worker 
readjustment.  We  have  also  maintained  ongoing  communication  and  cooperative  efforts 
with  the  Human  Resources  Development  Institute  (HRDI)  of  the  APL-CIO  on  worker 
dislocation  Issues. 
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The  Alliance  has  gained  valuable  experience  to  help  guide  federal*  state*  and  local 
policy.  We  also  feel  that,  because  of  our  In^epth  experience  in  working  directly  with 
companies  on  this  issue,  we  are  able  to  represent  the  thinking  of  leaders  In  the  business 
community  on  the  role  of  federal  dislocated  worker  training  programs  In  helping  workers 
M  well  as  companies  adjust  to  economic  dislocation. 

The  Board  of  Directors  for  the  Alliance  Is  vitally  interested  In  this  Issue  and  has  spent 
time  on  numerous  occasions  over  the  past  year  In  its  meetings  to  discuss  It. 

B<jj(c  PqUcv  Framework.  Compelling  reasons  for  new  federal  legislation  can  be 
demonstrated  alone  by  data  on  unabated  worker  dislocations  affecting  millions  of 
individuals  annually;  these  are  projected  to  continue  Into  the  next  decade  through  rapid 
economic  shifts^ 

Addressing  the  needs  of  workers  who  lose  their  jobs  permanently  because  of  structural 
economic  adjustments  Is  a  long-term  problem  that  will  require  development  of  long- 
term  strategies.  Responding  to  this  challenge  will  require  leadership  at  all  levels  of 
government  to  develop,  to  restructure,  and  to  evolve  the  capacity  of  existing  public 
Institutions  capable  of  meeting  labor  market  needs,  primarily  at  the  state  and  local 
level,  with  active  participation  by  business. 

There  Is  a  significant  role  for  private  sector  employers  In  this  effort,  particularly  at  the 
local  level.  Their  Involvement  Is  not  just  at  the  point  of  crisis,  at  the  job  site,  with 
major  layoffs  or  plant  closings,  but  In  facilitating  In  the  broader  design  and 
Implementation  of  economic  adjustment  strMegles  and  Institutional  responsiveness  in 
the  local  labor  market. 
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Bmbtrking  on  t  long-term  strttogy  to  enhance  the  capacity  of  public  Institutions  to  deal 
with  economic  adjustment  well  Into  the  future  Is  fundamental  to  maintaining  the 
Nation's  competitive  posture  In  the  world  economy. 

PI3U>CATHP  WORKER  ADJUSTMRMT  SHRVICKS 

The  most  Important  contribution  of  the  leglslttlve  proposals  on  dislocated  workers  Is  to 
estibllsh  a  comprehensive  approach  to  training  and  readjustment  services.  Our 
comments  today  will  focus  on  this  critical  addition  to  federal  policy.  The  design  of 
worker  readjustment  services  In  both  bills,  S.  S38  (title  I),  Introduced  by  Senator 
Mettenbaum  and  others,  and  S.  539  (title  I,  Subtitle  C),  Introduced  by  Senator  Dole  for 
the  Administration,  builds  on  the  most  successful  elements  of  federal  assistance  under 
title  HI  of  the  Job  IValnlng  Partnership  Act.  Both  proposals  build  on  the  Ingredients 
necessary  for  a  sound  program,  which  means  thati 

•  Public/private  partnerships  are  the  underlying  basis  for  all  programs; 

•  Assistance  Is  available  to  all  dislocated  workers  without  making  artificial 
distinctions  according  to  cause  of  dislocation  (I.e.  trade-affected); 

•  States  are  given  the  administrative  flexibility  and  the  program  resources  to 
respond  rapidly  to  worker  dislocations;  and 

•  Program  designs  are  flexible  enough  to  meet  local  needs  of  companies, 
workers*  and  the  community. 
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Other  existing  federal  programs  with  resources  to  serve  dislocated  workers  fall  short  of 
these  goals, 

fmportanctf  $f  <m  ♦ffffcttvf  atrvic*  detfvwv  TfstQm  overoll.  Since  labor  market 
conditions  vary  greatly  among  states,  mueh  of  the  flexibility  granted  to  the  vtates  under 
existing  law  allowing  them  to  try  new  approaches  as  well  as  to  use  approaches  that  have 
proven  to  be  effective  should  be  preserved.  The  states'  broad  authority  over  who  Is 
served,  how  the  program  Is  administered,  how  resources  are  distributed,  and  what 
services  are  provided  should  continue. 

After  detailed  analysis  of  each  bill  (S,  538  and  S,  539),  our  conclusion  Is  that  a  stronger 
and  more  effective  delivery  s^sWu  would  be  established  under  the  administrative 
structures  provided  In  &  539,  as  proposed  by  the  Department  of  Labor. 

States  arc  given  responsibility  for  establishing  systems  and  programs,  Including  a  rapid 
response  capability.  States  are  to  establish  linkages  with  other  employment  and  training 
related  programs,  especially  with  those  already  proven  effective  In  serving  dislocated 
workers,  and  to  involve  business  through  the  councils  established  under  the  Job  Training 
Partnership  Act  (JTPA). 

The  Administration's  bill  recognlxcs  the  need  for  a  local  role  In  the  delivery  system.  All 
service  delivery  areas  under  the  Job  Training  Partnership  Act  are  designated  either  as 
substate  areas  or  as  parts  of  larger  substate  areas  to  delivery  services  under  this 
j)rogram.  The  substate  grantee  is  designated  for  each  substate  area  In  accordance  with 
an  agreement  between  the  Governor,  and  local  elected  official,  and  the  JTPA  private 
Industry  council. 
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The  bill  spwIflM  tn«t  entitles  eligible  for  designation  as  subttate  grantees  Include: 
private  industry  council!  In  the  subttate  areas?  service  delivery  i.-^t  grant  recipients  or 
administrative  entitles  under  JTPA5  private  nonprofit  organizations?  units  of  general 
local  government;  local  offices  of  state  agencies?  and  other  public  agencies  such  as 
community  colleges. 

The  Administration's  approach  under  S.  539  gives  the  Governor  the  authority  and 
flexibility  to  choose  the  roost  effective  service  deliverer  based  on  that  state's  unique 
strengths,  institutional  resources,  and  political  circumstances.  The  Administration's  bill 
U  more  specific  than  S,  538  in  establishing  an  important  role  for  a  local  wrvlce  delivery 
system. 

Although  the  Administration's  bill  gives  broad  discretion  to  governors  In  the  design  of 
program  systems,  It  also  gives  appropriate  .teight  to  a  government  policy  that  aspires  to 
Involve  buslncsi  and  community  interests  through  exUtIng  Job  training  institutions  like 
the  local  private  industry  councils.  It  seems  to  us  that  the  use  of  these  counclb, 
whenever  pocslble,  U  an  ImportaiU  part  of  thU  program  structure.  At  the  same  time, 
the  bin  allows  the  Governor  to  evaluate  local  Institutions  and  resourxres  to  a«ure 
effective  service  delivery  throughout  the  state  and  may  »ho<»e  a  different  approach. 

Since  plant-specific  centers  are  not  always  feasible  or  practical,  a  locally  based  service 
delivery  system  b  necessary.  This  new  system  should  also  serve  dislocated  workers  who 
are  unemployed  as  «  result  of  "ripple  effects"  In  the  local  economy,  or  who  Initially 
choose  not  to  participate  In  plant  centers  but  later  feel  the  need  for  labor  market 
services,  or  who  have  otherwise  lost  their  jobs  with  no  reasonable  expectation  of  finding 
work  In  thai  occupation.  Industry,  or  geographic  area.  Every  state  should  maintain  local 
eapaclty  to  meet  this  need. 
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State  and  local  roles.  There  is  an  important  point  to  be  made  about  grantlnsr  authority 
to  states  for  this  comprehensive  program.  In  expanding^  dislocated  worker  activities 
there  should  be  a  conscious.  Immediate  effort  to  undertake  system  reforms  and  view  the 
provision  of  services  comprehensively,  cither  by  rationalizing^  existingr  structures  and 
institutions  or  buildings  new  more  integrated  structures  for  delivering  services,  it  is 
important  not  to  set  up  separate  categorical  delivery  structures. 

It  is  vital  that  governors  not  view  this  economic  adjustment  program  as  a  new 
categorical  federal  program  outside  of  their  control  and,  therefore,  fail  to  consider  how 
it  fits  into  evolving  state  human  resource  development  and  economic  development 
systems.  The  administration*^  bill  assists  the  f^vemors  in  this  task  by  providing  specific 
roles  for  existing  state  Job  training  coordinating  councils  and  local  private  industry 
councils  In  the  areas  of  policy  and  Institutional  coordination,  program  design,  and 
oversight. 

The  State  Job  Training  Coordinating  Councils  established  by  JTPA  would  be  changed  and 
provided  with  broader  advisory  authority  over  the  state's  labor  marktt  policies.  It  would 
continue  to  be  responsible  for  promoting  coordination  of  employment  and  training 
related  programs  Including  those  providing  economic  development,  education,  training, 
and  social  services*  It  would  also  advise  the  governor  on  the  structure  and  policies  for 
establishing  this  expanded  dislocated  worker  program. 

It  would  work  with  employers  and  community  representatives  to  implement  the 
governor's  system  of  incentives  that  would  encourage  early  notification  of  dislocation 
events.  It  would  participate  In  the  design  Ciid  implementation  of  the  early  readjustment 
assistance  systems  for  the  affected  local  srcan  by  providing  support  for  rapid  response 
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teams  and  assisting  In  the  establishment  of  voluntary  labor-management  committees, 
where  appropriate* 

The  state  council  would  be  chaired  by  a  private  sector  member,  the  membership  would 
be  comprised  of  not  less  than  half  the  members  representing  the  private  sector, 
including  individuals  serving  oh  local  private  industry  councils  and  on  Job  service 
employer  committees,  and  would  retitle  the  state  body  as  the  State  Training  and 
Employment  Council* 

We  believe  that  these  are  positive  steps  in  building  public/private  cooperaticn* 

Improving  state  capacity  for  program  administration*  Experience  has  demonstrated  that 
the  states  need  greater  staff  capacity  and  Institutional  development  resources  just  to 
make  current  programs  more  efficient*  This  major  new  Initiative  should  be  used  ai  a 
tool  to  give  states  the  resources  to  seriously  undertake  system  reform  and 
comprehensive  policy  development*  it  Is  critical  that  the  governors,  above  all,  be  able 
to  actively  develop  the  capacity  to  deal  with  broader  issues  of  economic  adjustment 
that  require  integration  of  training  and  employment  services  with  economic 
development,  better  information  on  labor  market  trends,  and  education  institutions. 

S.  539  provides  for  building  this  capacity  although  we  would  like  to  reinforce  the  critical 
need  for  active  federal  technical  assistance  and  training  to  the  scr.tes  to  ensure  that  the 
capacity  exists  througtiout  the  country* 

Plant'soecific  adhstment  copqcftv*  Both  bills  provide  authority  for  states  to  establish 
plant^speclflc  adjustment  service  centers  for  affected  workers,  where  appropriate* 
Experience  suggests  that  the  most  effective  response  to  plant  closings  or  mass  layoffs  Is 


ERIC 


517 


Ntttonti  AlltttKf  ofBuitnm  Pag^  9 

the  creation  of  a  plant-specific  adjustment  center.  Program  participation  is  generally 
higher,  placement  rates  are  higher,  and  there  Is  greater  flexibility  In  program  design, 
particularly  when  the  center  Is  established  before  the  plant  closes  or  workers  are 
dispersed  Into  their  communities.  States  should  maintain  the  capacity  to  assist 
employers  and  workers  to  set  up  plant -specific  adjustment  centers,  and  should  promote 
their  use  as  the  preferred  mechanism  for  responding  to  large  scale  dislocations. 

The  state  capacity  to  provide  rapid  response  teams  (modeled  after  the  Canadian 
Industrial  Adjustment  Service)  would  fall  In  this  category  in  states  that  choose  to  offer 
this  service.  The  establishment  of  teams  should  qo^  be  mandated  for  every  state,  but 
the  capacity  for  rapid  response  should  be. 

In  specifying  the  service  delivery  activities  that  should  occur  In  plant-specific  programs, 
both  bills  go  too  far  In  requiring  a  conventional  labor-management  committee  model  as 
the  primary  body  responsible  for  program  design.  This  model  might  be  the  preferred 
approach,  which  state  assistance  teams  could  recommend  or  that  companies  and  unions 
could  choose  ,  but  the  variety  of  employer/employee  relationships  In  the  American 
economy  have  demonstrated  other  creative  methods  for  cooperation  between  workers 
and  management.  This  program  design  should  not  be  mandated  in  a  way  that  precludes 
other  appropriate  planning  structures  or  that  limits  the  options  available  at  a  plant  site 
for  designing  an  effective  approach  to  assist  workers* 

qther  tvQgs  of  services  the  CommitUe  mfaht  con^der  In  the  program.  Bolh  bills 
provide  authority  to  states  to  use  funds  In  a  variety  of  programs  and  services  which  have 
been  proven  effective  from  past  program  experience.  Including  those  currently  available 
under  JTPA  title  III.  The  following  suggestions  could  be  added  perhaps  as  experimental 
authorities  in  those  states  choosing  to  use  them  to  meet  specific  needs  in  their  areas. 
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We  offer  them  only  as  suggestions  for  your  consideration  and  do  not  necessarily  consider 
them  critical  to  an  effective  bill. 

•  Contingency  noon"  funds  in  the  state.  In  the  past  when  a  plant  closing  or 
layoff  has  been  announced,  a  common  occurrence  is  that  the  employer,  union, 
and  government  agree  to  work  and  plan  together,  but  cannot  get  a  service 
center  going  and  get  workers  enrolled  early  because  of  lack  of  Immediately 
available  funds.  The  delays  for  drafting  proposals  and  plans  just  to  get  needed 
grant  funds  can  stifle  program  activity  for  months  (as  experience  has  shown 
under  title  HI  of  JTPA). 

This  new  authority  would  allow  states  to  commit  some  administrative  cr 
planning  funds  Instantly  (within  24  hours)  at  the  site  to  help  with  early 
staffing,  planning,  outreach,  and  program  development.  It  would  be  an 
Important  new  n'chanism  for  responding  quickly.  Funds  would.  In  effect,  be 
"borrowed"  from  an  amount  eventually  allocated  under  an  approved  plan. 
These  are  fairly  Inexpensive,  but  critical,  services  and  could  be  limited  to  a 
certain  amount. 

•   Prevention  activities.  Because  dislocation  may  be  avoided  If  states  are  able 
to  identify  possible  trouble  spots  in  advance  and  help  companies  overcome 
certiv*n  problems,  this  new  authority  could  allow  states  to  provide  certain 
antlclpation/preventlon/buslness  retention  services:  voluntary  early  warning 
system,  Information  gathering,  research,  and  feasibHity  studies  In  cases  where 
a  worker  buyout  or  other  alternative  seems  possible.  A  variety  of  prevention 
activities  could  be  allowed  that  would  help  states  identify  problems,  deal  with 
them  before  jobs  are  lost,  and  negotiate  business  retention.  The  authority  to 
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use  funds  for  these  services  should  not  be  tied  to  any  mandatcry  notification 
requirements  under  title  11  of  S,  538,  but  would  provide  states  with  some 
resources  to  identify  possible  problems  before  they  happen  end  to  offer 
employers  help  should  they  find  It  beneficial. 

•  Unemolovment  Inxirance  recii^ent  incentives.  Funds  could  be  used  to  finance 
cash  incentives  added  to  unemployment  insurance  benefits  based  on  program 
participation.  It  would  allow  a  10%  cash  bonus  on  Ul  payments  for  eligible 
workers  who  enroll  for  services  In  the  program,  particularly  at  plant  or  site- 
specific  centers,  and  would  be  available  while  the  worker  Is  actively  Involved 
In  the  program.  (This  seems  a  logical  mechanism  for  incentives  to  overcome 
personal  shock,  paralysis,  or  unfounded  hope  of  returning  to  the  job.)  It  Is 
expected  that  early  Intervention  assistance  would  reduce  the  duration  of 
unemployment  Insurance  benefits  and  thus  realize  potential  savings. 

•  Early  fob  Placement  bonus.  States  should  also  be  allowed  to  provide  bonuses 
to  workers  who  secure  jobs  before  their  unemployment  insurance  eligibility 
has  run  cut.  Such  bonuses  might  Inc'.'de  a  one-time,  lump  sum  cash  bonus  — 
not  to  exceed  a  certain  amount  —  to  eligible  Individuals  who  find  employment 
prior  to  the  expiration  of  unemployment  benefits.  Another  possibility  Is  to 
offer  a  bonus  to  recipients  who  accept  jobs  that  pay  significantly  less  than 
their  previous  employment. 

MAHDATORY  PRK-HOTIPICATIOW  ISSUES 

We  unequivocally  oppose  any  legislation  that  would  establish  mandatory  pre-notiflcation 
of  plant  closings  or  mass  layoffs  with  criminal  or  civil  penalties  In  federal  law.  The 
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arguments  against  these  proposed  requirements  In  S.  538  have  already  been  articulated 
before  this  Committee  by  the  National  Association  of  Manufacturers  and  the  Chamber 
of  Commerce  of  the  United  States. 

In  our  view,  the  need  for  this  legislation  to  assist  the  affected  workers  Is  so  compelling 
that  It  obliges  Congress  not  to  risk  losing  effective  assistance  for  worker  retraining  by 
tying  It  to  proposals  for  mandator^'  notice. 

It  should  also  be  noted  that  quick  mobilization  to  help  workers  contributes  as  much  to 
success  as  does  the  length  of  notice.  While  much  attention  has  been  focused  on  the 
issue  of  advance  notiflcttlon  of  plant  closings,  MAE'S  experience  suggests  that  the 
actual  amount  of  notice  Is  less  Important  (In  terms  of  effective  reemployment 
assistance)  than  how  effectively  that  up-front  time  Is  used  by  the  company,  workers  and 
public  agencies.  Successful  programs  have  been  put  together  In  a  few  weeks  when 
everyone  worked  cooperatively  and  responslvely.  On  the  other  hand,  agencies  have 
lagged  their  response  for  more  than  a  year  in  some  cases  when  six  months  or  more  of 
notice  was  given,  A  quick,  effective  response  to  mobilize  resources  and  provide 
tedinlcal  assistance,  once  notice  Is  given,  is  Just  as  Important  to  program  success  as  the 
notification. 

The  primary  objective  of  this  legislation  should  be  to  help  workers  move  to  other  Jobs  or 
new  productive  careers  and  not  to  constrain  a  company  from  closing  a  plant  and 
restructuring  lU  workforce.  The  fundamental  Importance  of  new  legislation,  even  when 
a  plant  has  to  close  rapidly,  must  be  to  help  the  people  affected. 

Business  should  notify  Its  workers  as  early  as  possible  and  help  them  adjust.  Most 
businesses  already  do  provide  notice  in  a  manner  that  creates  a  more  positive. 
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constructive  environment  that  would  not  be  possible  under  mandatory  notification  and 
other  prescriptive  procedures. 

The  polarizing  effect  of  combining  comprehensive  worker  adjustment  services  with 
mandatory  requirements  for  pre^  notification  of  plant  closing  or  permanent  layoff  should 
be  avoided. 

We  feel  strongly  that  voluntary  notification  is  a  critical  element  in  the  federal  policy 
approach.  We  believe  that  the  proposed  mandatory  notification  requirements,  should  be 
reexamined  in  light  of  information  available  to  the  Committee  about  the  European 
experience  where  there  are  such  requirements,  the  current  status  or  our  ability  to  adjust 
in  the  world  market  in  the  struggle  to  remain  competitive,  and  the  current  experience 
among  the  states  with  incentives  for  voluntary  notice. 

Mr.  Chairman,  after  months  of  discussion,  the  National  Alliance  of  Business  continues  to 
maintain  its  commitment  to  assisting  workers  dislocated  from  Jobs  no  matter  what  the 
cause.  We  believe  that  the  program  of  readjustment  services  being  proposed  in  thise 
bills,  particularly  under  the  provisions  of  S.  539,  represents  a  critically  needcri  addition 
to  current  policy. 

We  wholeheartedly  support  that  effort,  and  enthusiastically  offer  our  support  and 
expertise  to  you  and  the  Committee  in  making  it  a  reality  for  American  workers.  I  have 
attached  to  our  statement  a  summary  of  policy  principles  that  our  Board  of  Directors 
has  endorsed  unanimously.  We  offer  these  principles  as  a  guide  against  which  to 
measure  any  new  legislation. 
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SUMMARY  OF  KEY  PRINCIPLES  FOR  DISLOCATED  WORKER  INmATIVES 

Experience  from  public  policy  over  the  past  decade  has  provided  valuable  lessons  to 
draw  from  for  new  Initiatives.  The  strengths  and  weaknesses  of  public  Institutions  have 
already  been  tested  In  many  different  ways.  Any  legislative  proposal  being  considered 
at  the  federal  level  should  be  measured  against  key  principles  drawn  from  those  lessons. 

(1)  The  concept  of  a  orlvate/oubllc  partnership  should  underlie  all  doHgv  efforts  for 
Ubor  market  adjustment  assistance  to  dislocated  workers  Policies  must  encourage 
the  coordination  of  resources  at  the  federal,  state,  and  local  level  among  business, 
government,  labor,  education,  and  community  organizations.  No  single  sector  of  the 
economy  Is  equipped  to  deal  with  this  complex  problem  alone.  It  Is  essential  that 
limited  resources,  and  a  variety  of  expertise  be  focused  and  coordinated  to  combat 
the  problem. 

(2)  Policies  should  fit  Into  a  coherent  framework  of  delivery  mechanltins  and  servlgpa 
yr^  l^uMd  on  improvements  to  existing  aDomaches  that  have  work«>d.  Elements  Ihat 
work  In  current  programs  and  systems  should  be  maintained  and  built  upon,  but 
adjusted  to  assure  the  necessary  coordination.  New  programs  and  policies  should  be 
consistent  with  one  another.  Competing  or  duplicative  delivery  systems,  or  separate 
categorical  programs  that  take  no  account  of  what  exists,  should  not  be  established. 

(3)  Programs  should  be  available  to  workers  dislocated  bv  all  structural  ^^nnomlc  shifts 
and  not  artif iciaHv  distinguished  to  isolate  trade-affected  work#|^  Pnhiio  r^u^y 
should  not  make  an  artificial  distinction  In  services  and  eligibility  between  workers 
dislocated  by  foreign  trade  com'petltlon  compared  to  workers  dislocated  by  other 
structural  economic  conditions. 

W  Early  Intervention  bv  business.  labor  and  government  should  be  a  priority  In  «<>piin«><i 
to  workers  Identified  as  needing  labor  market  adjustment  asalst^nyi*.  The  actual 
amount  of  notice  may  be  lesa  Important  (In  terms  of  effective  reemployment 
assistance)  than  how  effectively  that  up-front  time  Is  used  1^  the  company,  union, 
government,  and  community  institutions.  A  qufcfc,  effective  agency  response  to 
mobilize  resources  and  provide  technical  assistance^  once  notice  Is  given,  Is  just  as 
Important  to  program  success  as  the  notification. 

(5)  To  the  extent  poaslble.  policies  should  Include  Incentives  for  both  employer 
participation  and  worker  initiative,  it  Is  Important  for  employers  to  participate  in 
helping  workers.  It  Is  also  important  for  workers  to  seek  retraining  and 
reemployment  early  to  minimize  family  problems  and  to  avoid  exhausting  OL 

(6)  income  assistance  during  training  and  lob  search  should  be  part  of  labor  market 
adjustment  policy.  The  typical  dislocated  worker,  with  family  and  financial 
responsibilities,  will  not  have  the  ability,  or  Incentive,  to  Invest  In  needed  training 
without  some  form  of  Income  support.  The  Unemployment  Insurance  system 
presents  the  logical  starting  point  for  income  assistance. 
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(7)  Flg3^»?UltY  should  be  assured  that  allows  the  state  und  local  levals  to  deafgn  thet 
appropriate  mfx  of  services  and  opportunities  that  best  meet  the  oartfetHwr  n^^<  nf 
each  labor  market  economy.  ^ 

(8)  Funding  levels  should  be  stable  and  supported  through  general  r^vyp^nyy^ 

(9)  tndfvtdUtl  workers  must  have  flexibility  to  choose  services  and  trulnlng  that  refloot 
occupational  Interests.  — s-ixjlsli 
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ADVANCE  KOnCB 


Introduction 

There  Is  an  emerging  consensus  regarding  advance  notice.  A  variety  of  reports  and 
studies  released  over  the  last  year  Indicate  that  advance  notice  of  an  Impending  layoff  Is 
critical  to  the  development  of  successful  adjustment  programs,  that  advance  notice 
requirements  work  well  In  other  countries,  and  that  providing  advance  notice  Is  not 
burdensome  to  business  and  may  generally  be  an  advantage;  yet,  the  bulk  of  dislocated 
workers  do  not  receive  adequate  notice.  The  natural  conclusion  from  the  studies  Is  that  an 
essential  part  of  a  national  adjustment  program  Is  legislated  requirements  to  provide 
advance  notice  of  plant  closings  an '  mass  layoffs  to  workers  and  the  community. 

Advance  Notice  and  Adjustment 

The  goal  of  any  a  djustment  policy  must  be  to  facilitate  the  rapid  reemployment  of 
dislocated  workers  In  app  oprlate  Jobs.  Successful  adjustment  means  that  there  Is  limited  or 
no  unemployment  experif  jced  between  Jobs  and  that  new  Jobs  fully  utilize  dislocated 
workers*  skills  and  allow  hem  to  maintain,  as  best  as  possible,  their  prior  standard  of  living. 
A  successful  adjustment  i  rocess  also  involves  limiting  a  worker's  income  loss  during  the 
transition. 

A  broad  range  of  ser-Iccs  must  bo  available  to  dislocated  workers  so  that  they  can 
develop  a  tailored  adjustm.  «t  program  to  fit  their  needs.  Many  workers  need  Job  search 
skill  training,  others  requ  re  remedial  education,  classroom  vocational  education  or  on-the- 
job  training  programs.  A  J>b  development  effort  to  place  workers  In  available  Jobs  Is 
present  In  almost  all  adjus';ment  programs. 

The  necessary  Ingrf dient  In  aU  of  these  efforts  Is  time  for  planning,  for  Implementa- 
tion and  for  r^fcrultlng.  This  requires  advance  notice.  As  the  Office  of  Technology  Assess- 
n»int  (OTA)  report  says: 
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The  best  time  to  start  a  project  for  displaced  workers  Is  before  a 
plant  closes  or  mass  layoffs  begin;  advance  notice  makes  early  action 
possible— although  it  does  not  guarantee  It.  Some  of  the  advantages 
of  early  warning  are:  1)  It  Is  easier  to  enroll  workers  In  adjustment 
programs  before  they  are  laid  off;  2)  It  Is  easier  to  enlist  managers 
and  workers  as  active  participants  In  dlitplaced  worker  projects 
before  the  closing  or  layoff;  3)  with  time  to  plan  ahead,  services  to 
workers  can  be  ready  at  the  time  of  layoff,  or  before;  and  4)  with 
enough  lead  time,  It  Is  sometimes  possible  to  avoid  layoffs 
altogether.  (OTA.  p.  13} 

The  report  of  the  Secretary  of  Labor's  Task  Force  on  Economic  Adjustment  and 
Dislocation  stresses  that  "advance  notification  Is  an  essential  component  of  a  successful 
adjustment  program." 

Recent  reports  by  business  organizations  such  as  the  Conference  Board  and  the  Com- 
mittee for  Economic  Development  also  point  out  the  Importance  of  advance  notice: 

Companies  should  provide  as  much  notice  as  possible  of -decisions 
affecting  jobs,  particularly  in  cases  of  plant  closings^  work  transfers, 
or  automation.  Advance  notice  allows  employees  the  time  to  adjust, 
and  management  the  time  to  plan  and  Implement  business  moves  In  a 
way  that  minimizes  hardship.  Companies  should  also  take  steps  to 
notify  the  local  community  and  state  agencies  of  pending  plant 
closings  In  order  to  allow  time  for  a  coordinated  response.  (CED,  pp. 
44-SS,  emphasis  In  original) 

Both  survey  and  Interview  participants  note  that  advance  notice  Is 
beneficial  to  employees  and  Is  an  essential  clement  in  a  plant  closure 
program. . . .  ilotlce  Is  also  critical  because  a  functioning  plant  Is, 
perhaps,  the  program's  single  most  Important  resource.  (Conference 
Board,  p.  7) 

Advance  notice  of  an  Impending  layoff  Is  beneficial  for  other  reasons.  Notice  provides 
.time  to  explore  alternatives  to  layoffs  or  to  attract  new  owners  or  create  a  worker  buyout. 
Providing  advance  notice  Is  also  Just  plain  human  decency,  so  that  such  a  Jfe-altering  event 
can  be  assimilated  Into  a  worker's  financial  and  personal  plans.  And,  as  the  01 A  '^^rts. 


Many  company  managers  see  advance  notice  as  a  benefit  to  the 
company  Itself,  by  Improving  relations  with  the  remaining  workers, 
enhancing  the  company's  reputation  In  the  community,  and 
conforming  with  company  values  of  fair  and  ethical  treatment  of  Its 
employees.  (OTA,  p.  13) 
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Business  pracHcea  Regarding  Advance  Notice 

Despite  apparent  universal  a^mcnt  that  advance  notice  Is  critical  to  the  ddJustmcnt 
process,  U.S.  businesses  do  not  provide  adequate  advance  notice  In  a  majority  of  mass  lay- 
offs or  plant  closings.  In  contrast  to  a  few  years  ago,  when  there  was  only  limited 
statbtlcal  evidence  regarding  the  provision  of  notice,  there  has  been  a  major  accumulation 
of  evidence  throughout  1986. 

The  most  In-depth  study  of  notice  Is  that  of  the  General  Accounting  office  (GAO). 
The  GAO  conducted  a  survey  of  Lvgc  cstaWJsJimcnts  (100  or  more  employees)  which 
experienced  a  mass  layoff  or  plant  closure  in  1983  and  1984.  The  l>aslc  results  of  GAO's 
studies  arc  contained  In  tables  1  and  "t',. 

GAO  distinguishes  between  tr.o  types  of  notice  —  general  and  specific.  General  notice 
provides  a  general  announcement  Intended  to  provide  warning  to  workers  and  the  community 
without  specifying  the  exact  closure  date  or  which  workers  are  to  bo  laid  off.  Specific 
notice  Informs  Individual  workers  when  their  Jobs  wIU  end.  General  notice  provides  an 
Indication  of  the  need  to  set  up  a  program  but  specific  notice  Is  needed  for  workers  to 
engage  In  adjustment  oriented  activities  end  for  an  unequivocal  statement  that  dislocation 


Measured  against  OTA's  conclusion  (p.  l)  that  It  "takes  about  two  to  four  months 
work  In  advance  to  prepare  a  comprehensive  adjustment  program,"  It  Is  clear  that  the 
provision  of  noUce  by  firms  with  large  plants  la  whnllv  Inadc<iuate.  Note  In  table  1  that  blue 
collar  workers,  who  make  up  the  bulk  of  dislocated  workers,  received  a  general  notice  of 
three  months  or  more  In  only  17  percent  of  the  mass  layoff^  or  plant  closings  In  1983  and 
1984.  TUey  received  more  than  three  months  specific  notice  In  less  than  5  percent  of  the 
cases.  Most  noUce  was  provided  within  two  weeks  of  layoff.  Blue  collar  workers  received 
less  than  14  days  Individual  noUce  of  their  Impending  Jobs  loss  In  two-thirds  of  mass  layoffs 
or  plant  closings.  This  Is  hardly  enough  time  to  prepare  for  a  shift  to  a  new  occupation  or 


will  occur. 


Industry. 
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TABLE  1 


GAP  ANALYSIS  OF  LENGTH  OF  mOTTCE 
BY  SI7E  OF  THE  FSTABLISHKgNT 
FOR  BLUE  COLLAR  WORKERS 


Gonial  Nnticg 

Numbur  Ewolovi^tfm 
Lenoth         notiieg  100-499  M  b  TOTAL 

<d«ys)  or  rnorg 

■  ••- —  (pvrcsnt)  


0-14  days  SO.S  30.4  30.3 

13-30  day«  14.9  21.8  13.7 

31-90  days  IQ.S  7.4  17,2 

91  or  piora  16.1  20.4  16.3 


Lgnoth         nntiC9  100-499  a  b  TOTAL 

<day«>  or  inort> 


(porcont) 


0-14  days  66.0  73.9  67.1 

13-30  days  IS.O  11.9  14.6 

31-90  days  14.7  3.8  13.6 

91  or  mors                             4.4  6«4  4.6 


a  About  88  pmrcunx,  of  tha  ■atabllshitsnts  in  our  analysis  had  100  to  499 
■oploysss. 

b  About  12  psrcsnt  of  th»  aatablishBants  in  our  analysis  had  300  or  ooro 
■Aployass. 
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TABLE  2 


PQQ  QNALYSrS  OF  LFNf?TH  OF  NnTjrP 
BY  SIZE  OF  THF  FqTflBLISHMFMT 
FOR  WHITE  COLiftP  WQRKFRg 


General  No^tr^.* 


(dAys) 


0-14  days 
15-30  days 
31-90  days 
91  or  more 


Number  n4  Fmploveg«, 
100-499  a  b 

or  more 
■  ■ — — —  (percent) 


43.8 
18.6 
19.2 
18.2 


44.8 
15.3 
16.8 
23.0 


43.9 
18.2 
18.9 
18.9 


Length  noticp 
(days) 


0-14  days 
13-30  days 
31-90  days 
91  or  more 


100-499  a  500  b 


59.9 
17.9 
16,2 
6.1 


(percent) 

51.6 
22.9 
18.0 
7.5 


TOTAL 


58.9 
18.5 
16.4 
6.2 


*  ''''S99  e^fo^^s"  °'  «tablishn.ent«  in  our  analysis  had  lOO  to 
'  ''or^i^.''::;^roye«.''^'  "tabUsh^ents  in  our  analysis  had  500 
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The  G AO  sur  /ey  found  that  white  collar  workers  get  an  average  of  two  weeks  specific 
notice  and  blue  collar  workers  seven  days.  Blue  collar  workers  in  unionized  establishnients 
get  two  weeks  notice  on  average,  compared  to  two  days  average  notice  in  nonunion 
establishments.  As  the  tables  show,  employers  with  larger  plants  did  not  provide  any  more 
notice  than  employers  with  relatively  smaller  plants. 

As  OTA  (p.  1)  notes  regarding  the  GAO  survey,  ''In  general,  the  amount  of  notice 
individuals  receive  is  s^orl.**  The  recent  Department  of  Labor  Task  Force  agrees,  saying 
that  (p.  23): 

It  is  also  true  tl  it  a  recent  General  Accounting  Office  survey 
indicates  that  in  too  many  plant  closings  and  permanent  mass  layoffs, 
insufficient  advance  notice  of  job  loss  is  given  to  make  possible  an 
optimal  private  and  public  role  in  the  reemployment  process. 

Some  information  on  notice  is  available  from  the  Displaced  Worker  Surveys  conducted 

by  the  Bureau  of  Labor  Statistics  (BLS)  in  January  1984  and  January  1986. 

The  BLS  survey  defines  dislocated  workers  as  those  workers  over  20  years  old  who 

^ost  or  left  a  Job  because  of  a  plant  closing,  an  employer  going  out  of  business,  a  layoff, 

from  which  (they)  were  not  recalled,  or  other  similar  reason." 

The  first  survey  shows  that  11.5  million  workers  were  displaced  in  the  years  1979 

through  1983.  A  1986  Department  of  i>abor  study  (see  Po<^ur3ky  and  Swaim)  focused  on  the 

9.5  million  full-time  workers  who  were  displaced  (5.8  million  blue  collar  and  3.8  million 

white  collar  and  service  workers).  In  the  BLS  surveys,  each  respondent  was  asked,  "Did  (you) 

expect  or  had  (you)  received  advance  notice  of  a  layoff  or  a  plant  or  business  closing?"  The 

percentage  of  workers  having  either  an  expectation  or  formal  notice  of  job  loss  is  as  follows: 

Blue  Collar  White  Collar  and  Service 

Male  Female  Male  Female 

53.9%  55.9%  50.0%  52.4% 


531 

-7- 


Thus,  only  half  of  the  displaced  workers  had  any  suspicion  that  they  wereAtx^^t  talose 
their  Jobs.  The  number  that  received  formal  advance  notice  Is  not  known  but  clearly  must 
be  less  than  half.  Unfortunately,  this  survey  does  not  tell  us  the  amount  of  notice  (weeks  or 
months),  either  formal  or  otherwise,  that  workers  had. 

Other  tabulations  from  the  BLS  survey  indicate  that  no  graip  of  workers  received 
notice  or  expected  their  layoff  to  any  great  extent.  At  least  44  percent  of  the  following 
groups  had  no  explanation  of  layoff;  workers  with  more  than  three  years  tenure  on  the  jobs, 
workers  whose  plant  closed,  manufacturing  workers,  workers  who  were  from  30-39,  40-49,  or 
50-61  years  of  age. 

The  second  BLS  survey  in  January  1986  examines  the  experience  of  the  10.8  milUon 
workers  dislocated  between  1981  through  1985.  The  answers  to  the  notice  question  in  this 
survey  confirm  the  results  from  the  first  survey.  In  fact,  the  later  survey  finds  slightly  less 
notice  to  workers  losing  Jobs  in  plant  closings  —  54.7  percent  receiving  notice  or  having  an 
expectation  of  layoff  in  the  recent  survey  verrr^s  56.7  percent  in  the  earlier  survey.  This 
means  there  is  no  evidence  of  any  increase  in  the  number  of  workers  receiving  notice  over 
the  last  several  years. 

There  is  only  one  conclusion  that  can  be  drawn  from  these  studies,  that  Insufficient 
notice  Is  provided  to  American  workers.  In  fact,  there  Is  no  existing  study  from  any  source 
that  asserts  the  contrary. 

Is  Notice  Harmful? 

Those  who  oppose  a  legislated  notice  requirement  have  contended  that  mandatory 
notice  Is  a  burdensome  government  regulation  that  b  harmful  to  business. 

In  recent  public  discussion  of  the  issue,  business  leaders  frequently  claimed  that 
productivity  would  fall  after  notice  was  given,  thus  harming  the  company  and  speeding  a 
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shutdown,  AU  of  the  recent  studies,  however,  call  this  assertion  into  question.  Many  note 
that  productivity  has  frequently  risen  following  a  notification  of  a  closing. 

For  instance,  the  Conference  Board  report  (pp.  7-8)  notes  that  company  managers 
responsible  for  closure  believed  that  "advance  notice,  combined  with  generous  severance 
plans»  reduces  pressure  and  anxiety,  generates  good  will»  and  contributes  to  improved 
productivity." 

The  recent  CED  report  (p.  45)  states,  "Some  companies  are  reluctant  to  provide 
notice,  fearful  of  employee  disruptions  and  the  fall-off  in  productivity.  Experience, 
however,  suggests  the  contrary." 

Likewise,  the  Department  of  Labor  Task  Force  (p.  23)  reports  that  "many  of  the  fears 
regarding  Jvance  notification  have  not  been  realized  in  practice.  In  this  regard  ♦he  Task 
Force  found  no  evidence  that  the  productivity  of  the  work  force  is  adversely  affected  during 
a  notificatioti  period." 

The  recent  OTA  report  examines  that  the  allegation  about  trouble  with  workers  and 
reduced  productivity  and  states  (p.  22),  "There  seems  to  be  general  agreement  that  this  is  a 
myth."  OTA  reports  that  every  business  representative  at  one  of  their  workshops  agreed 
that  worker  morale  and  productivity  did  not  suffer  with  advance  notice  of  layoffs  or 
closings. 

The  OTA  report  examines  other  claims  that  advance  notice  is  burdensome.  Regarding 
the  potential  loss  of  customers  and  increased  credit  pressure,  OTA  reports  (p.  2)  that  "it  is 
difficult  to  find  actual  occurrences  of  customer  or  creditor  desertion  following  notice"  and 
that  "while  loss  of  credit  is  a  potential  problem  for  firms,  advance  notice  can  benefit 
creditors  and  customers."  Moreover,  OTA  cites  evidence  (p.  22)  that  dire  financial 
emergency  seems  to  be  an  infrequent  factor  in  plant  closings  and  large  layoffs.  OTA 
concludes  (p.  3)  that  "it  is  more  difficult  to  find  evidence  of  the  costs  than  evidence  of  the 
benefits  of  advance  notice." 
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Other  Countries 

A  significant  amount  of  attention  is  being  paid  to  the  Canadian  experience  with  its 
rapid  response  teams  —  the  Industrial  Adjustment  Service.  What  is  sometimes  ignored  is 
that  a  basic  premise  of  this  program  is  that  research  and  planning  is  necessary  and, 
therefore,  advance  warning  Is  essenUal.  OTA  reports  (p.  33)  that  three-fourths  of  Canada's 
workforce  is  covered  by  advance  notice  requirements  for  collective  dismissals.  In  Canada, 
OTA  reports  (p.  38),  "Advance  notice  of  plant  closings  and  mass  layoffs  seems  to  be  taken  as 
a  matter  of  course"  and  that  advance  notice  (p.  20),  "is  not  a  controversial  issue  in  Canada." 
And,  "Most  Western  European  countries  require  notice  so  that  adjustment  services  can  be 
planned,  and  also  require  consultation  on  alternatives  for  limiting  or  avoiding  the  dismissals" 
(OTA,  p.  33).  These  laws  are  a  response  to  a  1975  European  Community  directive.  There,  as 
in  Canada,  the  provision  of  notice  is  not  controversial  but,  rather,  is  considered  reasonable 
business  practice.  As  the  Department  of  Labor  Task  Force  reports  in  its  evaluation  of 
foreign  experiences  (p.  20),  advance  notification  has  been  a  useful  and  important  first  step 
in  providing  time  for  workers  to  find  alternative  employment  or  training  before  layoff. 

The  facts  seem  clear.  Business  in  other  developed  countries  Is  able  to  live  with 
advance  notice  requirements,  including  U^.-based  multinationals  operating  overseas. 
Business  in  the  U.S.  Is  no  less  able  to  do  so. 


The  facts  are  clear.  A  variety  of  recent  studies  have  brought  greater  clarity  and  a 
degree  of  consensus  to  the  debate  regarding  advance  notice.  The  importance  of  advance 
notice  to  an  effective  national  adjustment  program  has  been  demonstrated.  Business  fears 
regarding  notice  have  been  shown  to  be  largely  unfounded.  It  Is  now  time  to  create  a 
dislocated  worker  program  with  an  advance  notice  component. 
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IntrQdugtiQn 

Our  koowledge  about  dislocated  workers  has  vastly  improved  as  a  result  of  the  two 
recent  Bureau  of  Labor  Statistics  (BtS)  Dislocated  Worker  Surveys  (DWS).  la  particular, 
descriptive  iaformatioa  on  the  number  of  recently  dislocated  workers  and  their  labor 
force  experience  following  dislocation  (joblessness,  reemployment,  wage  levels  in  new 
jobs)  has  become  available.  Moreover,  these  DWS  data  files  have  been  used  to  study  the 
determinants  of  the  joblessness  and  earnings  losses  of  dislocated  workers.  This  paper 
attempts  to  expand  our  knowledge  of  dislocation  by  comparing  rates  of  dislocation  across 
population  subgroups  (race,  gender),  wage  levels  and  geographic  areas  and  across  time 
periods. 

Recent  descriptions  of  the  dislocated  worker  population  have  focused  on  the 
absolute  magnitude  of  the  population  and  th^  number  of  dislocated  workers  from  various 
subgroups  -  primarily  industry,  occupation  and  region.  This  type  of  analysis,  however, 
does  not  allow  us  to  accurately  discern  the  disparate  impact  of  dislocation  on  regional  or 
racial  subgroups.  When  £ai£&of  dislocation  are  examined  several  commonly  accepted 
notions  about  dislocation  turn  out  to  be  inaccurate,  particularly,  the  notion  that 
dislocation  is  primarily  a  problem  of  Midwestern,  white,  male  high  wage  workers. 

Rates  of  dislocation  are  needed  for  the  same  reasons  we  focus  on  poverty  rates  as 
well  as  the  number  and  types  of  persons  with  poverty  level  incomes.  It  is  necessary  to 
construct  poverty  rates  in  order  to  compare  the  presence  of  poverty  in  our  society  at 
different  points  in  time  and  between  groups.  For  instance,  it  is  worthwhile  knowing  that 
the  majority  of  poor  people  are  white  while  also  knowing  that  minority  groups  have  the 
highest  rates  of  poverty. 
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The  principal  Ci*nclu$ions  are: 

There  has  been  a  higher  rate  of  job  loss  in  the  I980's  than  in  the  l970's. 
Thus  increased  dislocation  is  not  the  result  of  the  Reagan  recession  since  there  was  as 
much  dislocation  in  1985  as  in  the  recovery  year  of  1983.  Rather,  we  are  experiencing 
large  structural  shifts  in  employment. 

When  rates  of  dislocation  are  examined  several  commonly  accepted  notions 
about  dislocation  prove  inaccurate,  especially  the  notion  that  dislocation  is  primarily  a 
problem  of  Midwestern,  white,  male,  high  wage  manufacturing  workers. 

Dislocation  is  a  national  problem,  with  the  highest  rates  of  dislocation 
occurring  in  two  subregions  of  the  South  and  in  the  Rocky  Mountain  states  with  the 
industrial  Midwest  region  having  the  fourth  highest  dislocation  rate.  Job  loss  due  to 
plant  closings  exhibit  a  similar  pattern. 

Minorities  experience  the  highest  rate  of  dislocation,  particularly  Hispanics. 
Men  have  a  greater  rate  of  job  loss  than  women. 

From  2.0  to  2  7  percent  of  the  workforce  was  dislocated  each  year  in  the  1981 
to  1985  period. 

Manufacturing  workers  experience  high  rates  of  job  loss,  equivalent  to  more 
than  4  percent  annually.  However,  several  non-manufacturing  industries  experience  high 
dislocation  rates,  including  mining,  construction,  transportation  and  wholesaling. 


538 


4 

Dislocated  workers  generally  had  lower  and  upper  middle  paying  jobs. 
Contrary  to  the  assertions  of  some  critics  of  dislocated  worker  programs,  She  majority  of 
workers  dislocated  from  full-time  jobs  had  below  average  wages. 

The  first  section  reviews  the  methods  used  to  compute  rates  of  dislocation.  The 
second  section  compares  dislocation  rates  of  various  demographic  groups,  industries,  wage 
classes  and  regions.  The  last  section  examines  the  changing  rates  of  dislocation  over 
time. 

1.     ConiDuttng  Rates  of  Pfslocation 

A  rate  of  dislocation  represents  the  percentage  of  a  population  group  experiencing 
dislocation  in  a  particular  time  period.  This  requires  a  measure  of  the  number  of 
dislocated  workers  and  of  the  size  of  the  potentially  affected  population  and  a  choice  of 
a  time  period.  This  paper  draws  on  the  BLS  Dislocated  Worker  Surveys  (DWS)  to 
compute  dislocation  ratcj,  as  described  in  detail  in  the  appendix.  These  data  are 
combined  with  information  on  average  employment  and  the  number  of  people  with  work 
experience  in  1983  to  compute  rates  of  dislocation  for  the  1981-85  period  covered  by  the 
last  DWS  data  file. 

Two  definitions  of  dislocation  are  employed.  The  first  is  all  adult  workers  who  lost 
their  job  due  to  a  plant  closing,  the  abolition  of  a  job,  slack  work  or  from  a  self- 
employment  business  failure.  This  definition  closely  matches  the  population  eligible  for 
current  and  proposed  legislation  dealing  with  dislocated  workers  and  is  hereafter  referred 
to  as  the  "eligible*  population.  The  second  population  group  is  the  full-time  non- 
agricultural  wage  and  salary  workforce,  excluding  students,  household  workers  and  those 
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over  61,  that  hereafter  is  referred  to  as  the  "full-time"  population.  This  is  the 
population  of  dislocated  workers  studied  by  Professors  Podgursky  and  Swaim  of  the 
University  of  Massachusetts.  As  a  result,  it  is  for  this  group  that  we  have  the  most 
detailed  knowledge  of  the  effects  of  dislocation  on  earnings  losses  and  joblessness.  The 
dislocation  rates  reviewed  below  are  thus  an  important  complement  to  this  already 
accumulated  information. 


Table  I  presents  the  array  of  aggregate  dislocation  rates  measured  for  our  two 
populations,  fullMime  workers  and  eligible  workers,  and  for  the  total  population  measured 
according  to  average  employment  and  those  with  work  experience  in  1983^  As  described 
in  the  appendix,  the  number  of  people  with  some  work  experience  in  a  year  exceeds  the 
average  employment  level  since  many  workers  spend  part  of  a  year  unemployed  or  out  of 
the  labor  force.  Computing  a  rate  of  dislocation  per  employee  weights  the  workforce's 
work  experience  according  to  the  time  spent  employed. 


As  expected,  dislocation  rates  per  employee  are  higher  (by  10  to  15  percent) 
because  the  employment  level  is  less  than  the  number  of  people  with  work  experience. 
The  figures  in  Table  I  also  indicate  that  full*time  wage  and  salary  workers  are  more 


The  actual  eligible  population  is  1au£i  since  those  with  long-term 
unemployment  and  those  affected  by  natural  disaster  are  included  and  is 
to  the  extent  that  some  of  those  in  the  DWS  will  not  be  leaving  their  industry 
or  occupation,  e.g^  construction  workers.  Plus,  some  workers  in  seasonal  jobs 
may  be  eligible. 

The  work  experience  data  for  the  full-time  population  are  drawn  from  specially 
prepared  BLS  tabulations  and  for  the  eligible  population  is  for  all  adults  with 
work  experience,  available  from  BLS  In  unpublished  tables.  Average  adult 
employment  data  from  EeonomtoReport  of  the  Prgsident.  1986,  p.  290.  Full- 
time wage  and  salary  employment  is  from  BLS  Handbook  of  Labor  Statistics 
(June  1985),  Table  20  for  non-agricultural  wage  and  salary  workers  and  was 
reduced  by  the  proportion  of  teens  in  wage  and  salary  employment 
(Emnlovment  and  Karnln^g  Januarv  1984,  p.  194). 
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lUcely  to  experkace  dislocation  than  the  elifible  population  as  a  whole.  In  faet,  Tsble  1 
fitures  Imply  that  elifible  workers  who  are  not  full*time  wage  and  salary  workers  are 
dislocated  at  a  rate  roughly  60  percent  of  the  dislocation  rate  for  full-time  w-:ge  and 
salary  workers. 

Despite  their  differences,  however,  tU  cf  these  measures  indicate  an  annual  rate  of 
dislocation  of  from  2.0  to  2.7  percent  a  year  for  the  five  year  period  from  1981  to  1985. 

2.      DislQCitlon  Rate^  bv  Ration,  D^mngrarHIg  frf^MP  «nd  Tndti'^trv 

(a)  RailUL 

Tables  2  and  3  present  Information  on  the  amount  and  rate  of  dislocation  in  each 
BLS  region  (as  defined  in  Table  1)  for  the  period  19S1  to  1985.  Information  is  presented 
separately  for  total  dislocation  tnd  for  dislocation  due  to  a  plant  or  facility  closure  or 
relocation.  Table  2  relates  to  the  total  •eligible*  population  while  Table  3  relates  to  the 
*full*timc*  population. 

I 

I  The  first  thing  to  note  in  these  ublcs  is  that  dislocation  is  clearly  a  nittonal 

problem,  not  confined  to  any  particular  region.  However,  contrary  to  the  treatment  of 
vhc  dislocation  problem  by  the  popular  press,  the  areas  hardest  hit  by  dislocation  arc  the 
Southern  states  stretching  from  Kentucky  and  Alabama  over  through  Texas  and  Oklahoma, 
This  Is  true  for  each  of  the  populations  studied  -  full-time  workers  and  all  adult 
workers.  The  region  with  the  next  highest  percentage  of  its  full*timc  workforce 
experiencing  dislocation  is  the  Mounuin  irca  covering  Montana  down  to  Arizona.  The 
industrial  Midwest  also  has  a  high  dislocation  rate,  with  over  13  percent  of  its  workforce 
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losing  the  Jobs  In  the  I98I-S5  period.  The  areas  leist  affected  by  dislocation  are  the 
Northeast  states  from  Pennsylvania  northward. 

The  regional  pattern  of  job  loss  du;  to  plant  or  facility  closures  mirrors  that  for 
total  dislocation,  with  the  Mountain  states  and  areas  in  the  South  Central  region  being 
hardest  hit. 

Unreported  tabulations  for  the  1979  to  1983  period  exhibit  the  same  pattern  of  job 
loss  across  regional  areas. 

This  is  a  clear  example  of  the  importance  of  examining  rates  of  dislocation  in 
addition  to  the  absolute  numbers  of  dislocated  workers.  While  it  is  true  the  greatest 
number  of  dislocated  workers  come  from  the  Industrial  Midwest,  this  .*  true  only  because 
this  area  has  a  large  share  of  the  population  not  because  it  is  the  hardest  hit  by 
dislocation.  Rather,  it  is  areas  in  the  South  and  West  that  experience  the  highest  rates 
of  dislocation. 

(b)     Dcfnogranhtc  fifoimt 

Table  4  breaks  down  full-time  wage  and  salary  dislocation  and  presents  dislocation 
rates  by  demographic  groups'. 


Denominators  are  drawn  from  specially  prepared  BLS  tabulations,  as  is  the  case 

for  all  of  the  following  Tables  relating  to  the  futl*time  population.  BLS  only 

provided  the  figure  for  all  ■full-time'  Hispanics  with  work  experience.  The 

gender  breakdown  was  estimated  based  on  the  gender  shares  of  the  Hispanic 

full-time  wage  and  salary  workforce  in  1985,  using  the  recent  reweighting  of  Hispanics. 
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One  expected  result  is  that  male  workers  expcrieace  higher  rates  oC  dislocation, 
some  40  percent  greater  thaa  women  workers.  This  disparity  is  true  among  whites, 
jlacks  and  Hispanics,  although  the  male/female  difference  in  the  Hispanic  community  is 
only  16  percent. 

Minority  workers  exptrience  greater  rates  of  dislocation  than  white  workers.  The 
gap  between  the  rates  of  white  and  black  workers,  however,  is  relatively  small 
considering  the  well-known  fact  that  black  unemployment  is  more  than  double  that  of 
white  unemployment.  An  explanation  for  this  is  that  the  greater  unemployment  among 
blacks  probably  reflects  longer  spells  of  unemployment,  at  least  for  dislocated  workers. 
Studies  by  Professors  Podgursky  and  Swaim  indicate  that  black  dislocated  workers 
experience  double  the  joblessness  of  other  workers  following  dislocation. 

One  surprising  result  is  that  Hispanic  workers,  particularly  males,  have  the  highest 
dislocation  rates,  with  over  3  percent  of  the  male  Hispanic  workforce  dislocated  each 
year.  The  reasons  for  this  are  unclear  and  need  to  be  the  focus  of  future  research. 

Overall,  males  among  all  racial  groupings  experience  higher  rates  of  dislocation  and 
minorities  experience  the  most  dislocation,  especially  Hispanics,  who  have  dislocation 
rates  20  percent  greater  than  the  average.  This  pattern  is  evident  for  all  dislocations 
and  for  those  related  to  plant  closings,  except  that  males  and  females  experience  aore 
similar  rates  of  job  loss  due  to  plant  or  facility  closures. 

(c)  Industry 

Table  5  presents  information  on  dislocation  by  major  private  sector  industry  group. 
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As  in  prior  tables,  this  ioformatioo  is  presented  separately  for  all  dislocation  and  for  the 
dislocation  rtuc  to  plant  closures.  The  data  applies  to  full-time  wage  and  salary  workers. 

As  would  be  expected,  manufacturing  workers  have  a  very  high  rate  of  dislocation. 
In  fact,  over  one  in  five  manufacturing  workers  lost  a  job  in  the  198 1  to  1985  period,  a 
rate  of  dislocation  equivalent  to  having  4.2  percent  of  those  with  work  experience  in 
manufacturing  each  year  become  dislocated.  Bach  year,  about  2  percent  of  the 
manufacturing  workforce  Io:es  a  job  due  to  plant  closings. 

Full-time  manufacturing  workers  comprise  a  large  part  of  the  dislocated  workers 
population  -  47.5  percent  of  all  dislocation.  Yet,  it  is  clear  that  worker  displacement 
extends  far  beyond  manufacturing.  The  sector  with  the  highest  rate  of  dislocation  was 
mining,  with  40  percent  of  its  workers  losing  their  jobs.  Other  sectors  with  higher  than 
average  rates  of  dislocation  include  construction,  transportation  and  wholesale  trade. 
(  Further  disaggregation  will  likely  reveal  other  industries  with  high  dislocation  rates. 

These  data  indicate  that  although  manufacturing  workers  experience  heavy  rates  of 
dislocation,  the  effects  of  dislocation  extend  to  all  sectors.  Moreover,  there  are  several 
non-manufacturing  industries  experiencing  high  ratts  of  dislocation. 

(d)    Wage  Level 

Information  on  where  dislocated  workers  stand  in  the  wage  distribution  is  presented 
in  Table  6.  Unpublished  tabulations  by  BLS  provide  the  information  on  the  breakdown  of 
the  full-time  workforce's  weekly  wage  distribution  into  "tenths,"  as  presented  in  column 
(2).  The  actual  percent  of  the  workforce  contained  in  each  "tenth"  is  shown  in  column 
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(3).  The  lumpincss"  of  the  data  -  the  fact  that  survey  responses  cluster  around  certain 
values,  mostly  even  dollar  amounts  -  prevented  a  clean  breakdown  of  the  workforce  into 
equal  -tenths'.'  Data  on  full-time  dislocated  workers'  weekly  earnings  on  their  prior  job 
were  inflated  and  deflated  to  1983  values  using  the  wage  and  salary  index  of  the 
employment  cost  index^  This  was  done  for  each  of  the  DWS  surveys.  The  distribution 
of  dislocated  workers  by  wage  level  is  shown  in  columns  (4)  and  (5).  The  rate  of 
dislocation  by  wage  level  is  presented  in  the  last  two  columns.  The  information  is 
aggregated  into  quintiles,  or  "twentyiths,"  in  the  bottom  of  the  table. 

It  is  frequently  assumed  or  asserted  that  dislocated  workers  are  primarily  high-wage 
workers.  These  data,  however,  show  that  in  each  of  the  two  BLS  surveys  a  majority  of 
dislocated  workers  (57.4  percent  and  55.5  percent)  had  below  average  earn-ngs.  Yet,  it  is 
also  true  that  the  lowest  rates  of  dislocation  were  at  the  lowest  and  highest  end  of  the 
wage  scale.  Or,  In  other  words,  dislocation  hit  the  middle  income  workers,  broadly 
defined,  the  hardest,  with  the  highest  rates  of  dislocation  occurring  in  the  40  percent  of 
the  workforce  below  the  average  (median)  wage  and  the  30  percent  of  the  workforce 
above  the  average  wage.  There  is  no  apparent  empirical  basis  for  the  claim  by  some 
critics  of  dislocated  worker  programs  that  they  involve  a  transfer  of  resources  from  low 
to  high- wage  workers. 


BLS  estimated  the  decile  cutoffs  and  populations  from  the  WES  covering  IS83 
using  iverage  weekly  wage  estimates  based  on  annual  salary  and  weeks  worked 
data. 

^      Precisely,  different  deflators  were  applied  to  blue  collar,  white  collar  and 
service  workers  based  on  their  wage  and  salary  t^xo^'th.  Both  survey  results 
■re  prcisQtcd  since  using  the  deffitors  each  could  bt  made  compatible  with 
19S3  decile  data. 
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3.     Regent  Trends  In  Dislocation 

Ther^  have  also  been  frequent  assertions  about  the  trend  of  dislocation.  Has  it 
been  increasing*  decreasing  or  remained  the  same?  How  has  dislocation  changed  over  the 
range  of  the  current  recovery?  This  section  attempts  to  shed  some  light  on  these 
questions  using  the  two  DWS  data  files  which  present  information  on  dislocation  in 
particular  years. 

Table  7  presents  information  on  the  number  of  displaced  workers  from  the  last  year 
of  each  survey*  1985  and  1983.  This  essentially  converts  each  five  year  retrospective 
survey  to  a  one  year  retrospective  survey  and  th.^refore  minimizes  the  recall  bias.  The 
definition  of  dislocation  employed  in  Table  7  is  that  for  the  eligible  workforce. 

Using  the  DWS  data  on  displacement  two  dislocation  rates  are  presented  in  Table  7 
for  each  year    dislocation  per  employee  and  dislocation  per  person  with  work 
experienced 

According  to  the  data  in  Table  7»  the  recovery  from  1983  to  1985  brought  little  if 
any  reduction  in  the  rate  of  dislocation  and  did  not  reduce  the  amount  of  dislocation. 
This  can  be  seen  by  the  slight  reduction  in  the  dislocation  rate  per  worker  with 
employment  experience  and  the  modest  (8.5  percent)  drop  in  total  dislocation  per 
employee.  The  slightly  different  trends  of  these  two  dislocation  rates  arises  because  the 
recovery  has  a  stronger  effect  on  the  average  time  employed  in  the  year  than  on  the 
number  of  people  who  worked  in  the  year.  That  the  rate  of  dislocation  moderated  only 

^  Work  experience  data  are  from  unpublished  BLS  tabulations  from  the  WES  for 
the  relevant  year.  Adult  employment  data  is  from  the  Economic  Report  of  the 
President.  p.  290. 
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slithtly  from  1^83  to  1985  ii  surtling  given  thtt  unemployment  fell  from  9.6  percent  to 
7JZ  percent  and  tdult  employment  grew  nearly  7  percent  There  was  no  moderation  over 
the  course  of  the  recovery  in  terms  of  the  rate  of  jobs  lost  to  plant  closings.  Plant 
closings  caused  the  same  perccjitage  loss  of  jobs  in  1985  as  they  did  in  1983.  confirming 
the  presence  of  an  ongoing  structural  employment  shift  that  is  causieg  dislocation. 

It  becomes  more  difficult  to  trace  dislocation  beyond  the  years  covered  by  the  DWS 
data.  One  method  previously  employed  by  both  Podgursky  and  Bednarzik  has  been  to 
track  BLS  data  on  Job  loser  unemployment,  that  is  the  number  and  percent  of  the 
unemployed  and  of  the  labor  force  who  lost  a  job  (other  reasons  are  job  leavers,  new 
entrants  and  reentracH  who  are  looking  for  work).  Podgursky  concluded  that 
'Involuntary  Job  loss  has  tended  to  increase  in  importance  over  time"  when  examining  the 
1970  to  1982  peaks  and  troughs*.  Bednarzik  focused  on  "permanently  separated  workers," 
the  unemployed  who  lost  Jobs  but  have  no  recall  date  either  specified  or  unspecified', 
Bednarzik  found  that  permanent  job  loss  wan  exceedingly  high  in  the  last  recession 
compared  to  other  post'1969  recessions. 

In  other  research  in  progress,  I  examined  the  trend  in  job  loser  unemployment  in 
the  peak  years  of  1973,  1979  and  1985,  as  presented  in  Table  8.  There  is  a  clear  secular 
increase  in  the  percent  of  the  unemployed  who  are  Job  losers,  with  jobs  losers 
comprising  about  39  percent  of  unemployment  in  1973  and  50  percent  in  1985.  The  rate 
of  Job  loser  unemployment  has  risen  as  well,  from  under  2  percent  of  the  labor  force  in 
1973  to  3.4  percent  in  1985.  These  figures  indicate  that  a  higher  percentage  of  the 

•      Michael  Podgursky,  "Sources  of  Secular  Increases  in  the  Unemployment  Rate. 
1969^82,"  Monthly  l  ahor  Review  (Juiy  1984),  p.  22. 

'      Robert  W.  Bednarzik,  "Layoffs  and  Permanent  Job  Losses:  Workers*  Traits  and 
Cyclical  Patterns."  Monthly  Lahnr  Revjfw  f<;>>p»rmhi>r  1933). 


552 


547 


13 


workforce  lost  jobs  in  1985  than  in  earlier  years.  In  fact,  the  last  row  in  Table  8  shows 
that  the  majority  of  the  increase  in  unemployment  from  1973  to  1979  and  particularly 
from  1979  to  1985  was  due  to  this  rising  unemployment  due  to  job  loss,  with  8  percent 
of  the  most  recent  increase  in  unemployment  being  due  to  increased  job  loss.  Further 
analysis  of  job  loser  unemployment  data  shows  that  the  increased  job  loser  unemployment 
is  due  to  an  increase  in  permanent  iob  loss,  as  defined  by  Bednarzik,  and  due  primarily 
to  a  rise  in  the  incidence  of  job  loss  and  not  to  increased  duration  of  spells^ 
Unfortunately  the  construction  of  the  job  loser  unemployment  data  does  not  match  the 
DWS  data  in  a  way  that  allows  us  to  connect  them.  Nevertheless,  earlier  studies  as  well 
as  the  data  in  Table  8  provide  strong  support  for  the  notion  that  our  economy  has  been 
experiencing  higher  levels  of  permanent  job  loss  than  it  did  in  the  early  1970's.  This 
trend  continued  into  1986,  with  49  percent  of  the  unemployed  having  lost  their  job  and 
with  3.4  percent  of  the  labor  force  on  average  being  unemployed  because  of  a  job  loss. 

Conclusions 

This  paper  presents  an  analysis  of  the  dislocated  worker  population  by  examining 


That  is,  average  unemployment  is  the  product  of  the  incidence  of 
unemployment  times  the  mean  duration.  As  shown  in  an  unpublished  working 
paper,  the  in-spell  duration  of  job  loser  unemployment  has  not  increased 
markedly  indicating  the  increased  incidence  of  job  loss  is  the  reason  for  higher 
job  loser  unemployment.  Job  Loser  Unemolovment  Analysis.  Industrial  Union 
Department,  AFL-CIO,  June  1986.  The  primary  reason  for  higher  job  loser 
unemployment  is  the  increase  in  'other  losers,"  as  opposed  to  those 
experiencing  temporary  or  indefinite  layoffs.  "Other  losers"  are  what 
Bednarzik  called  'permanent  job  loss." 

This  higher  job  loser  unemployment  is  indicative  of  greater  permanent  job  loss 
siuce  the  seasonal  unemployment  and  "other  reason"  categories  in  the  DWS  are 
only  a  small  proportion  of  total  job  loss  and  would  have  to  have  been  almost 
nonexistent  in  1973  in  order  to  be  responsible  for  the  rise  in  job  loser 
unemployment.  The  rising  share  of  job  losers  in  total  unemployment  implies 
we  are  observing  more  than  a  rising  incidence  of  job  loss  that  leads  to 
unemp'^yment  and,  in  fact,  are  observing  higher  job  loss,  period. 
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m*.  of  dWoction.  Sever.1  comaonly  .ccepted  notion,  .bout  di.location  prove  f.i.e. 
when  dhloctlon  rate,  .mon,  5ub,r<»p.  ,re  co.pred.  In  p.rticul.r.  there  .re  sever.! 
m«concep.!o«  .bout  the  re,!on.I.  r.ci.1  .nd  geographic  imp.ct  of  disJoctioa  .„d  job 
Io«  due  to  pUnt  closing,.  A,  .  result,  future  .n.Iy,«  of  dislocUon  should  be  rounded 
out  by  incorporating  .n  .n.Iysit  of  ntet  of  dislocation. 
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Tabk  1:  PhlOCatiOn  Ratex.  Various  M^n^uTCS  for  19XN1Q«< 


Adult  Full-Timc  Eligible 

POPVlatlon  f  l?83)  .  Wage  and  Salary  Workers 

(000)  (000) 

(a)  Work  Experience  73,933  .  109,190 

(b)  Employment                   66,367  94,492 

Dislocated  Worker*                    8,MI  lUIO 
Dislocation  Rate 

(a)  Per  Person  with 

Work  Experience                IZ0%  io.3% 

(b)  Per  Employee                      13.3  ij^g 
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Table  2:  Dislocation  of  Eligible  Workers^  Region,  1981-85 


Worker  Dislocation 

Rate  of  Dislocation 

Adult 

Plant 

Plant 

citipioymeni 

Closings 
(OOOf 

Total 
WU7 

Closings 

Total 

New  Englsnd 

5,510 

235 

502 

4.396 

9.1% 

Middle  Atlantic " 

14,671 

676 

1,486 

4.6 

10.1 

East  North  Central 

16»439 

937 

2,289 

5.7 

13.9 

West  North  Central 

7,334 

388 

916 

5.3 

12.5 

South  Atlantic 

15,778 

742 

1,601 

4.7 

1G.2 

East  South  Central 

5,558 

371 

834 

6.7 

15.0 

West  South  Central 

10,343 

629 

1,466 

6.1 

14.2 

Mountain 

5,068 

312 

674 

6.2 

13.3 

Pacific 

13,9CC 

783 

1,798 

5.3 

12.9 

Total 

84,601 

5,224 

11,210 

5.5 

11.8 

Source:     Bureau  of  Labor  Statistics  January  1986  and  January  1984  Dislocated 
Worker  Survey  and  Geographic  Employment  Profile,  1983  (Bulletin 


Regions  are:  New  England  (Maine,  New  Hampshire,  Vermont, 
Massachusetts,  Rhode  Island,  Connecticut);  Middle  Atlantic  (New 
York,  New  Jersey,  Pennsylvania);  East  North  Central  (Ohio,  Indiana, 
Illinois,  Michigan,  Wisconsin);  West  North  Central  (Iowa,  Missouri, 
Nebraska,  Kansas,  Minnesota,  North  Dakota,  South  Dakota);  South 
Atlantic  (Delaware,  Maryland,  District  of  Columbia,  Vii^nia,  West 
Virginia,  North  Carolina,  South  Carolina,  Georgia,  Florida);  East 
South  Central  (Kentucky,  Tennessee,  Alabama,  Mississippi);  West 
South  Central  (Arkansas,  Louisiana,  Oklahoma,  Texas);  Mountain 
(Montana,  Wyoming,  Colorado,  Utah,  Idaho,  Arizona,  Nevada,  New 
Mexico);  Pacific  (California,  Hawaii,  Washington,  Oregon,  Alaska). 
Region  determined  at  time  of  survey. 
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Table  3.  Dtslocatlon  of  FuU-Tlme  Workers  by  Region,  1981-85 


Total  With 

Worker  Dislocation 

Rates  of  Dislocation 

Work 

Plant 

Plant 

BLS  Refdon* 

Experience 
(000) 

Closing: 

'mr 

Total 
T5W 

Closinpr 

Total 

New  England 

4,391 

196 

368 

4.5% 

8.4% 

Mid.  AUantic 

11,697 

561 

1,123 

4.8 

9.6 

East  N.  Central 

12,6S5 

754 

1,727 

5.9 

13.6 

West  N.  Central 

5,228 

288 

825 

5.5 

12.0 

South  Atlantic 

12,881 

653 

1,275 

5.1 

9.9 

East  S,  Central 

4,429 

300 

636 

6.8 

14.4 

West  S,  Central 

8,251 

544 

'1,210 

6.6 

14.7 

Mountain 

3,760 

261 

543 

6.9 

14.4 

Pacific 

10,601 

618 

1^333 

5.8 

12.6 

73,933 

4,176 

8,841 

5.6% 

12.0% 

Region  as  defined  in  Table  2. 
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fl  of  Pull*Tlme  Workers  bv  lUee.  Gender 
Hispanic  Orkin,  1551-55  


Total  With 

Work 
Experience 

Worker  Dislocation 
i'iant 

Clofilmr  Total 

Rates  of  Dislocation 
I'lant 

Closinfl^  Total 

Total 
Utile 
Female 

73,932 
43,295 
30,638 

4,176 
2,678 
1,498 

8,841 
5,905 
2,935 

5*6% 

6.2 

4.9 

12.0% 
13.6 
9.6 

White 
Hale 
Female 

64,127 
38,183 
25,944 

3,608 
2,349 
1,259 

7,639 
5,188 
2,451 

5.6 
6.2 
4«9 

11.9 
13.6 
0.4 

Black 
RTale 
Female 

7,952 
4,100 
3,852 

454 

261 
192 

992 
588  • 
402 

5.7 
6.3 
5.0 

12.5 
14.3 
10.4 

Hispanic 
Male 
Female 

4,188 
2,541 
1.647 

288 
183 
105 

601 
386 
215 

6.9 
7.2 
6.4 

14.4 

19.2 
13.1 

...  558 
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Table  5.  Dbloeatlon  of  FuU-TIme  Workers  by  Major  Private  Industry  Group,  1981-85 


Total  With 

Worker  Dislocation 

Rates  of  Dislocation 

BLS  Retnon* 

Work 

I'iant 

t'iant 

Experience 

Closing 
IflOO) 

Total 

vsm 

Closing 

Total 

Manufacturing 

19,607 

1,9(0 

4,13o 

10*1% 

21.1% 

Mining 

887 

194 

359 

21.9 

40.5 

Construction 

4,939 

259 

804 

5.2 

16.3 

Transportation 

3,368 

277 

500 

8.2 

14.8 

Communication 

1,521 

56 

131 

3.7 

8.6 

Utilities 

1,463 

15 

61 

leO 

4.2 

Wholesale 

3,388 

234 

'  506 

6.9 

14. S 

Retail 

9,090 

420 

700 

4.6 

7.7 

Finance,  Ins» 

Real  Est* 

5,121 

105 

221 

2.1 

4.3 

Services 

20,344 

583 

1,278 

2.9 

6.3 

Total 

69,728 

4,131 

8,698 

5.9% 

12.5% 
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Table  6!  DiilQcmtion  of  Fall-Time  Workers  bv  Weekly  Wage  Level 


Perccnt^te  Distribution!  Dislocation  Rate^? 


(1) 

<2) 

(3) 

(4) 

(5) 

(6) 

(7) 

1983 

Full-Timc 

Wt|o 

Upper  Litnit 

All  Full- 

Dislocated  Workers 

of  Wa^j  Rante 

Time 

198  NSS  1979-83 

1979-83 

I 

10.01% 

9.2% 

8.1% 

11.0% 

10.0% 

2 

192.31 

10.81 

115 

12.3 

13.9 

14.0 

3 

230.90 

9:66 

10.7 

11.3 

13.3 

14.4 

276.40 

9.46 

12.6 

12.1 

16.0 

15.7 

5 

326.04 

9^ 

12.4 

11.7 

14.9 

14.4 

6 

581.09 

10.06 

10.2 

11.3 

111 

13.8 

7 

442.71 

1032 

8.2 

8.7 

9.5 

10.4 

S 

528.28 

9.65 

10.0 

10.6 

114 

13.5 

9 

672,19 

9.93 

7.8 

7.8 

9.4 

9.7 

10 

10.09 

Li 

M 

100.0 

100.0 

100.0 

110% 

113% 

Quintilcs 


1 

S19131 

20.82% 

21.7% 

20.4% 

115% 

111% 

2 

276.40 

19.12 

23.3 

23.4 

14.6 

15.1 

3 

381.09 

20.05 

216 

23.0 

13.5 

14.1 

4 

528.28 

19.97 

18.2 

19.3 

9.4 

11.9 

1 

20.02 

14.0 

m 

100.0 

100.0 

100.0 

110% 

12.3% 

Calcuttted  as  the  ratio  of  the  percentage  of  dislocated  workers  io  a  vage  class 
(columns  (4)  and  (5))  to  the  oumber  in  that  class  (column  3)  times  the  average  rate 
of  dislocation  for  the  survey. 

From  unpublished  BLS  tabulations  of  average  weekly  wages  of  the  'fulUttme'  worker 
population  in  19S3. 
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TtMt  7.  'Elitlble"  Population  Diinlicement  Ratr^  f^r  iqx^  and 

(000)  (000) 

DiiDliccd  Workers^ 

(«)Totil  "        3.5U  1558 

(b)  Plint  ao«lnn  1.184  |,U5 

Adalt  Employmeot  100,716  94,491 

Adultt  With  Work  Experience        114.529  109!l90 

DislQCtti'on  Rate 

(a)  Tottl 

Per  Perwn  with  Work 

Experience  19%  30<j^ 

Per  Employee  32  3^5 

(b)  Pit  at  Closings 

Per  Person  with  Work 

Experience  1.0%  1.0% 

Per  Employee  12  12 


Includes  dttt  from  the  following  January.  $0  the  displacement  data  refers  to  a 
twelve  and  a  "halP  month  period. 
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Table  8!  Job  Loser  Unemployment 


■■ChanRg 


ISai  1222         12fil  1979>gS  I974>79 

(1)  Unemployment  Rate         7.2%  5.7%        4.8%  1.5%  0.9% 

(2)  Job  Losers  as  % 

of  Unemployed             49.8  42.9         38,7  6,9  4.2 

(3)  Job  Loser  Unemploy- 

ment Rate                    3.6  2.4           L9  1.7.  0.5 

(4)  Job  Loser  Share 

of  Increased  Unemployment*  80%  56% 
•      Row  (3)  a?  a  percent  of  'Row  (I). 


ERIC 


557 


Appendix:  Computing  Rates  of  Dislocation 


A  rate  of  dislocation  is  a  simple  notion.  It  is  the  number  of  workers  in  total  or  in 
a  particular  group  that  expcr*enced  dislocation  as  a  percentage  of  the  total  or  particular 
group  population.  The  rate  of  dislocation  thus  informs  us  of  the  percentage  of  a  group 
that  was  affected  by  dislocation  in  a  particular  time  period.  The  construction  of  a 
dislocation  rate  requires  (1)  a  numerator  which  counts  the  absolute  number  of  dislocated 
workers  from  a  particular  population;  (2)  a  denominntnr  which  counts  the  number  of 
workers  of  a  particular  population  who  were  potentially  affected  by  dislocation;  and  (3)  a 
time  period. 

A.     Defining  PisTocatioTv 

Selecting  the  numerator  for  the  rate  of  dislocation  requires  a  particular 
definition  of  dislocaticn.  Studies  of  dislocation  in  the  early  1980's  were  forced 
to  tailor  their  definitions  of  dislocation  to  fit  the  available  data  sets  on  hand, 
either  the  monthly  BLS  Consumer  Population  Survey  (CPS)  of  households  used 
to  measure  unemployment  or  Continuous  Work  Histories  (CWH)  derived  from 
unemployment  insurance  case  histories.  These  studies  were  seriously  in  error 
because  they  were  forced  to  use  proxies  for  dislocation  such  as  "being 
unemployed  irom  a  declining  industry  or  occupation,"  leavins  them  unabie  to 
discern  the  number  of  workers  who  had  permanently  lost  their  jobs  but  had 
either  found  new  jobs  or  left  th?  labor  force  and  did  not  count  those  who  did 
not  previously  work  in  declining  occupations  or  industries. 

The  recent  BLS  Dislocated  Worker  Surveys  avoids  these  problezis  since 
they  were  exclusively  designed  to  identify  the  dislocated  worker  population. 
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These  surveys  are  supplements  to  the  CPS  for  the  mouths  of  January  1984  and 
1986.  Each  survey  identifies  adults  (those  20  years  and  older)  who  had  lost  a 
job  to  which  they  have  not  returned  and  asks  them  for  a  variety  of  labor 
force  information.  These  surveys  describe  the  dislocated  worker  population  for 
two  roughly  five  year  periods,  1979  to  January  1984  and  1981  to  January  1986. 

These  DWS  data  files  are  used  to  measure  the  number  of  dislocated 
workers  in  computing  dislocation  rates.  As  a  result,  the  time  periods  Tot 
which  dislocation  rates  can  be  measured  are  mostly  predetermined,  primarily 
the  five  year  intervals  of  1979  to  1983  and  1981  to  1985. 

This  still  leaves  open  the  precise  definition  of  the  dislocated  worker 
population  to  be  drawn  from  the  DWS  files.  This  arises  because  ihe  BLS  data 
provides  information  on  the  reasons  for  the  Job  loss  and  a  worker's  tenure  on 
his  or  her  Job,  both  of  which  have  been  used  by  BLS  and  others  to  limit  the 
definition  of  a  dislocated  worker  to  a  smaller  subgroup  than  all  workers  who 
permanently  lost  their  Jobs,  e.g.»  one  BLS  restriction  in  its  studies  is  that  a 
dislocated  worker  must  have  had  three  years  or  more  tenure  on  the  lost  Job. 

There  has  been  much  confusion  about  the  definition  of  dislocation  partly 
due  to  a  lack  of  clarity  concerning  why  we  are  attempting  to  measure 
dislocation.  There  is  not  one  universal  best  definition  of  dislocatioa  for  all 
purposes.  A  better  approach  is  to  pose  the  question  and  then  select  the 
appropriate  definitions  of  dislocation  for  answering  that  question.  However,  a 
base  line  agreement  must  be  that  dislocation  inhere;*«ly  ihiplies  the  involuntary 
permanent  loss  of  a  job. 
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Some  of  the  reasons  for  examining  the  dislocated  worker  population  ano 


I.     Public  Policy 

There  is  a  need  to  me^*rjre  the  size  of  the  population  eligible  for 
existing  or  proposed  programs  to  assist  dislocated  workers.  Judging  from 
the  current  legislation's  (Title  III  of  JTPA)  definition  of  dislocation  and 
the  eligibility  criteria  of  proposed  legislation,  one's  definition  of 
dislocation  should  be  very  broad.  Title  III  began  as  a  program  for 
workers  who  lost,  or  were  9bout  to  lose,  a  job  to  which  they  weie 
unlikely  to  return  and  for  those  experiencing  long  term  unemployment. 
Congress  has  since  expanded  the  eligibility  to  include  farmers  and  the 
self-employed.  The  current  Reagan  Administration  proposal  for  a  new 
expanded  dislocated  worker  program  maintzios  this  same  broad  definition 
as  does  the  recent  legislative  proposal  by  Senators  Kennedy,  Metzenbaum 
and  Simon  and  Reoresentatives  Clay,  Ford  and  Martinez.  A  recent 
Adminisrration-appuinted  task  force  on  dislocation  recommended  a  program 
that  would  be  available  to  all  workers  affected  by  a  plant  closing  or  mass 
layoff  and  to  all  workers  with  three*  years  of  recent  work  experience  (not 
tenurr>  who  lost  their  job,  a  set  of  eligibility  criteria  that  would  allow 
participation  by  almost  all  adult  workers  who  permanently  lose  their  jobs. 
Overall,  for  political  reasons  and  for  program  flexibility,  p  iblic  policy 
makers  have  seen  dislocation  in  broad  terms. 


needing  to  define  it  are: 
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Z  Efficiency 

Some  analysts  want  to  focus  on  the  workers  who  lost  jobs  and  that 
are  likely  to  experience  the  greatest  economic  losses.  This  population  is 
often  thought  to  be  those  workers  who  have  had  a  substantial,  long  term 
attachment  to  the  lost  job.  This  implies  the  addition  of  a  tenure  on  the 
job  criteria  into  the  definition  of  dislocation.  Such  a  criterion  is  also 
implicit  in  much  of  the  writing  in  the  popular  press  on  this  topic. 

3«      SlUlSV"  Change 

There  is  also  an  interest  in  the  trend  in  the  amount  of  job 
destruction  occurring  in  the  economy.  Dislocation  occurs  when  a  job  is 
destroyed  and  the  necessary  employment  reduction  cannot  be  attained 
through  attrition.  Dislocation  thus  relates  to  an  important  dimension  of 
the  labor  market,  the  gross  loss  of  jobs.  It  is  this  gross  loss  of  jobs 
balanced  against  the  gross  creation  of  new  jobs  that  determines  the  net 
change  in  available  jobs.  To  glean  information  on  job  destruction  from 
information  on  dislocated  workers  requires  a  broad  definition. 

4.  Eouitv 

We  are  frequently  told  that  technological  change  and  an 
internationally  open  trading  system  is  beneficial  to  the  economy.  This  is 
based  on  analyses  which  theoretically  show  that  if  those  who  gain  from 
the  technological  change  and  unregulated  internatio'^al  trade  compensate 
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the  losers  then  we  tit  would  be,  on  biltncc.  net  jtiners.  It  is  also 
frequently  argued  that  programs  for  trade  impacted  workers  or  all 
dislocated  worken  are  necessary  so  as  to  minimize  "protectionist 
•entiment'  and  resistance  to  necessary  technological  change,  in  this 
view,  the  dislocJited  worker  population  should  be  all  thoss  involuntarily 
displaced  from  their  jobs  with  no  tenure  criteria.  After  all,  low  tenure 
workers  in  some  ways  may  have  the  most  to  lose  since  their  prospective 
years  of  work  are  greater. 


This  paper  employs  two  definitions  of  the  dislocated  worker  population  which 
can  be  contrasted  to  the  BLS  definition.  The  DWS  includes  all  workers  aged  20  and 
over  at  the  time  of  the  survey  who  losf  heir  jobs  in  the  prior  five  years  because 
of:  <1)  a  plant  or  company  closing  down  or  moving;  (2)  slack  work;  (3)  the 
abolishment  of  a  shift  or  a  Job;  (4)  s  seasonal  job  being  completed;  (5)  a  self- 
operated  busiaess  failure;  or  (6)  all  other  reasons.  The  BLS  definition  restricts 
dislocation  to  those  worker  who  lost  jobs  due  to  the  first  three  reasons  (plant 
closure  or  move,  slack  work,  or  abolition  of  job  or  shift)  and.  had  three  or  more 
yczTZ  of  tenure  on  the  lost  job.  The  two  definitions  used  below  are  each  broader 
than  the  BLS  definition  because  the  focus  of  interest  is  on  the  population  eligible 
for  currently  propo^d  legislation  and  on  the  tendencies  in  the  economy  towards 
dislocation. 


1-     Dislocated  Adult  Wnrif^r^-  All  workers  in  the  DWS  except  those 
displaced  because  of  "other  reasons"  or  the  end  of  a  seasonal  job. 

2-     Full-Time  Adult  Worken:  All  non^agricultural  workers  displaced  from 
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full-time  job  except  those  displaced  for  "other  reasons,*  end  of  seasonal 
employment  or  self-operated  business  failure.  Also  excluded  are  students, 
household  workers  and  those  over  61  years  old. 

Neither  definition  relies  on  a  tenure  criterion  as  does  the  BLS  definition. 
The  first  definition  comprises  all  workers  that  would  be  eligible  for  the 
current  JTPA  Title  III  program  as  well  as  for  the  major  proposed  legislative 
programs,  except  that  seasonal  workers  might  also  be  eligible  (numbering 
465,000  for  the  1981-85  period^).  This  assumes,  as  does  BLS,  that  those 
displaced  for  "other  reasons"  include  only  workers  who  were  "fired"  from  their 
jcb«.  The  second  definition  is  that  used  in  studies  by  Professors  Podgursky 
and  Swaim  of  the  University  of  Massachusetts^  The  earnings  losses, 
joblessness  and  other  dimensions  of  the  labor  force  experience  of  this 
dislocated  worker  population  have  been  amply  studied  using  sophisticated 
econometric  techniques.  The  rates  of  dislocation  presented  in  this  paper  thus 
complement  iac  most  detailed  available  knowledge  on  the  effects  of  dislocation. 

B.     The  Potential  Population 

The  ideal  denominator  for  the  computation  of  a  dislocation  rate  is  one 
that  conceptually  matches  the  numerator,  which  in  this  case  is  derived  from 
the  DWS  data  files.  The  DWS  asks  respondents  if  they  lost  a  job  in  the  last 

^      See  footnote  one  of  piper. 

'      See  among  others,  Michael  Podgursky  and  Paul  Swaim,  "Labor  Market 

Adjustment  and  Job  Displacement:  Evidence  from  the  January,  1984  Displaced 
Worker  Survey."  Final  Report,  Bureau  of  International  Labor  Affairs,  U.S. 
Department  of  Labor,  January  1986. 
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five  yctrs.  To  precisely  discover  the  population  that  could  have  been 
dislocated  we  would  have  to  know  how  many  people  in  the  entire  CPS  sample 


worked  at  all  in  the  last  five  years  and  how  many  weeks  they  had  worked. 
With  this  information  we  could  compute  the  amount  of  dislocation  per  person 
with  some  work  experience  in  the  last  five  years  or  per  employee. 

Since  this  information  on  the  number  of  people  who  worked  at  any  time 
over  the  prior  five  years  is  not  available,  we  must  settle  for  second  best  and 
determine  the  extent  of  any  possible  error  the^e^y  introduced  into  " 
computations. 

Otir  choice  of  denominator  is  from  two  kinds  of  data.  One  relates  to 
work  C?^DCricngC  and  the  other  to  emolovment  and  each  is  related  to  a  one 
year  period  rather  than  a  five  year  period.  Each  March  the  BUS  conducts  a 
survey  called  the  Work  Exnerienr^  ^"n'ffY  (^'^^  which  provides  respondents* 
recollection  of  their  labor  farce  experience  in  the  prior  calendar  year.  The 
♦  WES  can  be  used  to  determine  the  number  of  people  with  any  employment 
during  a  particular  year.  This  shouM  not  be  confused  with  the  employment 
level  Since  many  people  have  some  unemployment  or  work  only  part  of  a 
year  the  number  of  people  tvith  some  work  experience  in  a  year  is  larger  than 
the  average  number  of  people  employed  each  montl*  -  the  omplovment  level. 
In  1985»  for  instance  there  were  123.5  million  people  with  work  experience; 
yet,  the  average  employment  level  in  1985  was  only  107.2  million. 

These  two  concepts  are  related  in  the  following  way: 


{the  monthly  household  sur-ey  from  wJiich  tke  DWS  population  was  drawn)\ad 
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Where  N  is  the  average  employment  level  in  a  year,  W|  has  the  value  of  one  if 
individual  i  hsd  any  employment  in  the  year  and  the  value  of  zero  otherwise, 
and  Pi  is  the  percentage  of  the  year  worked  by  individual  i.  That  is,  the 
average  employment  level  is  a  weif^hted  average  of  people's  work  experience 
with  the  weights  being  the  perce^  rage  of  the  year  that  each  person  v;orked. 

This  clarifies  our  choice  for  computing  a  rate  of  dislocation.  We  can  use 
the  v/ork  experience  data  and  compute  the  number  of  dislocated  workers  per 
person  with  work  experience  or  use  employment  figures  and  compute  the 
percentage  of  the  employed  workforce  dislocated  in  a  particular  time  period. 
It  appears  appropriate  to  i:se  employment  levels  rather  than  v/ork  experierce 
since  people  not  working  cannot  be  dislocated  i.e.  people's  work  experience 
should  be  weighted  by  the  time  they  are  employed.  Neither,  however,  can  be 
said  to  be  the  "true"  denominator  and  both  are  employed  in  the  paper.  The 
work  experience  data  used  to  compute  rates  of  dislocation  are  taken  from 
unpublished  tabulations  prepared  by  BLS  from  the  March  1984  WES  covering 
1983.  Employment  data  were  drawn  frcn  regularly  published  BLS  documents. 

In  comparing  dislocation  rates  across  groups  (cross-section  comparisons) 
or  across  time,  as  is  done  in  this  paper,  the  most  important  factor  is  to  use  a 
comparable  denominator  for  each  group.  That  is,  consistency  is  the  most 
important  issue.  As  long  as  this  is  done  then  the  comparisons  across  groups 
or  time  periods  are  valid.  Using  several  measures  checks  the  sensitivity  of 
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any  conclusions  to  the  particular  measure  employed. 

This  leaves  us  the  question  of  what  time  period  the  denominator  should 
cover.  The  numerators  relate  to  the  five  year  periods  covered  in  the 
retrospective  surveys.  The  problem  is  that  the  available  data  cover  only  one 
year  at  a  time.  That  is,  we  only  have  good  data  on  the  employment  level  or 
the  number  of  people  with  work  experience  in  one  particular  year.  The  rates 
of  dislocation  computed  in  this  study  primarily  rely  on  the  work  experience 
survey  for  1983,  the  midpoint  in  the  most  recent  survey  covering  1981  to  1985. 
How  does  this  bias  our  results?  BLS  data  on  those  not  in  the  labor  force 
indicate  that  the  bias  is  slight.  The  number  of  people  who  were  not  in  the 
labor  force  in  198S  who  had  worked  within  the  last  S  years  numbered 
2,097,000'.  Those  with  jobs  at  one  time  in  1985  numbered  123.5  million.  So. 
the  number  of  people  with  work  in  one  year  represents  roughly  98.3  percent 
(123...  divided  by  I23J  +2.1)  of  the  number  of  people  who  worked  at  sometime 
in  the  prior  five  years.  This  margin  of  error  means  that  a  five  year 
dislocation  rate  of  12  percent  using  a  denominator  covering  one  year's 
workforce  would  be  equal  to  11.8  percent  if  calculated  using  the  workforce 
over  a  five  year  period.  Thus,  the  dislocation  rate  is  overstated  by  only  1.7 
percent  (12/11.8^1). 

The  year  1983  was  chosen  as  the  midpoint  in  the  last  survey's  time 
period.  In  terms  of  adult  employment,  the  year  1983  is  ilso  very  near  to  the 
average  for  the  entire  five  year  period  (94,491,000  vs  the  average  of 
95,984,000).  Similarly  I'or  work  experience  (all  workers),  the  year  1983  was 

See  Employment  and  Earntnat.  January  1986.  Tab!  38. 
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close  to  the  five  year  average  (117,718,000  v$  the  average  of  1 19.081.000). 

This  bias  towards  slijghtly  higher  dislocation  rates  is  more  than  balanced 
by  biases  inherent  in  the  survey  towards  lower  rates  of  dislocation.  One 
slight  bias  is  that  workers  may  have  experienced  more  than  one  dislocation  in 
a  five  year  period.  Another  is  that  some  of  those  who  are  categorized  as 
displaced  for  "other"  reasons  may  not  have  been  fired.  An  even  larger  bias  is 
introduced  by  the  recall  bias  built  into  the  survey.  We  can  see  this  bias  by 
comparing  the  estimate  of  the  number  of  displaced  workers  (all  reasons)  from 
the  January  1984  vs  the  January  1986  survey  for  the  ove^apping  years  of  1981, 
1982  and  1983.  The  earlier  survey  counted  10.2  million  dirplaced  in  those 
years  (excluding  the  181.000  displaced  in  January  1984)  while  the  latter  survey 
counted  6.4  million,  or  only  63  percent  of  the  earlier  estimate.  This  disparity 
implies  that  respondents  are  less  likely  to  report  dislocations  the  longer  the 
survey  time  is  from  the  actual  dislocation.  In  this  case  the  disparity  is  quite 
large  and  indicates  that  the  five  year  retrospective  bias  of  the  DWS  severely 
understates  dislocation.  This  large  recall  bias  is  also  evident  if  one  examines 
the  two  overlapping  years  of  1981  and  1982.  where  the  latter  survey  finds  only 
67  percent  of  the  dislocation  identified  in  the  earlier  survey.  Thus,  the 
apparent  recall  bias  is  not  due  to  the  fact  that  1983  is  the  last  year  of  one 
survey  and  thus  may  overstate  dislocation  xn  that  year  because  some 
respondents  have  lost  a  job  to  which  they  uiight  later  return. 
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440  First  St        M'asbingUm,  ix:2fXX)t 


Harch  27,  1987 


Tho  Honorable  Paul  Simon 

462  Dirlcsen  Senate  office  Bldg. 

Washington,  DC.  20510 

Dear  Senator  Simon: 

Attached  please  find  copies  of  several  resolutions  recently 
adopted  by  the  NACo  Board  of  Directors  urging  modification  and 
support  for  a  number  of  job  training  legislative  proposals. 
County  officials  have  discussed  these  proposals  and  made 
recommendations  based  on  what  they  believe  will  work  best  at  the 
local  level,    in  summary  we  urge  you  to  support  the  following: 

o  ECONOMIC  DISLOCATION  AND  WORKER  ADJUSTHENT  ASSISTANCE 

(S.53G/S.539/II.R.1122/H.R.1155/H.R.90) 

Enact  legislation  that  would  increase  assistance  available 
for  dislocated  workers.    To  avoid  duplication  and  waste,  we 
urge  that  grants  be  extended  to  all  established  service 
♦  delivery  areas  under  tho  Job  Training  Partnership  Act.  Wa 
also  urge  that  no  less  than  $9d0  million  be  appropriated 
for  fiscal  year  1988  lind  that  the  current  jTPA  Title,  m 
formula  be  use^  to  distribute  fundn  to  SDAs  based  on  the 
population  cri:*iria  in  current  ?  ^w.    we  further  urge  that 
local  elected  official*  and' private  industry  cotmcils  be 
given  review  and  approval  authority  over  all  worker 
adjustment  assistance  programs  operating  in  their  SDA. 
Payments  to  participants  in  lieu  of  UI  benefits  should  be 
charged  to  training  costs.    Service  delivery  areas  should 
also  be  permitted  to  pool  administrative  funds  from  this 
program  with  the  administrative  funds  of  other  JTPA 
programs . 

o         SUMMER  YOUTH  SUPPLEMENTAL  (H.R.790) 

Enact  a  $100  million  supplemental  appropriation  for  the 
1987  summer  youth  p.ogram.    Funds  for  the  supplemental 
should  not  redv.ce  funding  available  for  next  yearns  summer 
youth  program  or  the  funding  levels  of  any  other  JTPA 
program,    without  a  supplemental,  some  service  delivery 
areatf  will  suffer  drastic  cuts  in  funds  and  summer  jobs. 
See  NACo's  survey  of  how  some  areas  will  be  affected  in 
attachment  I. 
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YEAR-ROUND  BASIC  AND  REMEDIAL  EDUCATION  FOR  AFDC  YOUTHS 
(S.514/S.539/H.R.1155,  TITLE  I-D) 

Enact  legislation  that  would  provide  service  delivery  areas 
the  flexibility  to  use  sunmer  youth  funds  for  year-round 
basic  and  renedial  education  for  youths  in  families 
receiving  any  public  assistance.    We  would  also  urge  you  to 
reject  changes  in  the  current  summer  youth  program  (JTPA 
Title  II  B)  distribution  formula. 

EMPLOYMENT  SECURITY  AND  UNEMPLOYMENT  COMPENSATION  REFORM 
(S.539/H.R.1155,  Titles  I-F  and  G) 

Enact  legislation  that  would  devolve  administrative 
responsibility  for  Employment  Security  and  Unemployment 
Insurance  to  the  states  but  reject  the  devolution  of 
federal  financial  responsibility  for  Employment  Security 
rnd  Unemployment  Insurance  to  the  states.    Ke  further  urge 
that  changes  be  made  in  the  ES  system  that  would  require 
local  elected  official  and  private  industry  council 
approval  and  oversight  of  employment  service  plans  and 
operations  in  service  delivery  areas. 

INCENTIVE  BONUSES  FOR  THE  PLACEMENT  OP  LONG-TERM  »iELFARE 
CLIENTS  (S.514) 

Legislation  should  only  be  enacted  if:     (1)  new  initiatives 
to  place  long-term  clients  in  jobs  are  supported  with 
additional  federal  funds,  (2)  states  are  required  to  pass 
the  incentive  bonus  payments  through  to  JTPA  service 
delivery  areas  based  on  placements ,  (3)  service  delivery 
areas  are  permitted  to  use  at  least  15  percent  of  the 
incentive  bonus  payments  for  administrative  costs,  (4)  and 
a  feasible  participant  tracking  and  reporting  system  can  be 
established.    We  would  also  urgo  Congress  to  reject  any 
amendments  to  JTPA  which  would  impose  limitations  on  the 
carryover  of  the  6  percent  incentive  grants  and  other 
discretionary  funds  under  Title  II  A.    We  would  further 
urge  that  the  JTPA  performance  standards]  be  modified  to 
accurately  reflect  the  true  costr  and  expected  placement 
rates  for  long-term  and  potentially  long-term  dependent 
individuals. 
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Again,  urg«  you  to  adopt  thm  «bcv«  positions  as  you  take 
action  on  ths  psnding  job  training  lagislativa  proposals.  If  you 
havs  any  quastions,  plaasa  contact  Larry  Jonas  of  By  staff. 


Sincaraly, 

John  P.  ThoKas 
Exacutiva  Diractor 


LJ:dr 
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XXPLOYMENT  STMXRVAG  COMKXITSZ 
klSOLDTIOH  ON 
WORICER  AOJUStKEirr  AS8ISTAKC2  VROGBJMS 

mnns,  aassiv*  l«yoff«,  plant  clo«ing«,  natural  raaoxxrca- 
hmm%A  industry  clo«lngs  and  mil  buslnasa  closings  hava  had  a 
davastating  iiqpact  on  local  coaaunitias  in  racant  yaars,  leaving 
many  rasidants  without  markatabla  s)tills  and  consaquantly, 
aroding  tha  tax  Jsasa  of  many  local  govamaants;  and 

HHSRXAS,  thara  is  a  graat  naad  to  astablish  a  coaprahansiva 
program  to  raspond  to  tha  divarsa  naads  of  dislocatad  worJcars  to 
assist  tham  in  bacoaing  gainfully  aaployad;  and 

IIEEB2AS,  tha  Job  Training  Partnarship  Act  (JTPA)  i«  dasignad 
.and  is  currantly  baing  \2sad  to  assist  dislocatad  vorJcars  undar 
Titla  III;  and 

HHKRKAS,  savaral  lagislativa  proposals  hava  baan  introducad 
in  congrass  that  would  astablish  a  nav  coaprahansiva  program  for 
dislocatad  vor]cars  and  tarminata  Titla  III  of  tha  JTPA;  and 

WHEREAS,  tha  vorkar  adj\istaant  assistance  prograa  proposad 
by  tha  Adainistration  would  provide  grants  to  sarvica  delivery 
areas  vith  populations  of  500,000  or  aore  and  would  assxire  the 
participation  of  local  elected  officials  and  private  industry 
councils  in  developing  saaller  grant  recipients; 
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THERE70BS  BX  IT  SBSOLVED,  that  th«  National  Association  of 
Counties  urg«s  Congress  to  enact  worker  adjustment  assistemce 
legislation  that  would  extend  grants  to  all  JTPA  established 
service  delivery  areas; 

BE  IT  FUAemm  resolved,  that  the  National  Association  of 
Counties  urges  Congress  to  enact  worker  adjustment  assistance 
legislation  that  would  provide  grants  to  existing  service  deliv- 
ery areas  consistent  with  JTPA  to  prevent  duplication  of  servic- 
es; and 

BE  IT  FORIHER  BESOLVED,  that  Congress  should  enact  a  worker 
adjustment  assistance  legislation  that  would: 

1.  establish  a  pass  through  formula  to  service  delivery 
areas  in  the  same  manner  as^  the  Administration's  proposed  for- 
mula to  the  states; 

2.  provide  •  no  less  than  $980  million  during  Fiscal  Year 
1988; 

3.  require  review  and  approval  of  all  programs  operating 
within  a  service  delivery  area  by  the  private  industry  council 
and  local  elected  officials; 

4.  allow  payments  to  participzmts  in  lieu  of  Unemployment 
Insurance  payments  to  be  charged  to  training  costs; 

5.  pezmit  administrative  cost  pooling  with  those  of  the  JTPA 
funds. 


Passed  by  the  Employment  steering  Committee 
March  15,  1987  (unanimous) 
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ac?LoncsMT  srmxsa  cowmittjse 

KESOLOnOK  ON 
A  SUPPIZKEKTAL  APPROPRIATIOK  FOR  THE  JTPA 
SUKKSR  YOUTH  EMPLOYKEKT  AHD  TRAIHIHG  PROGRAM 
1987 

mRIAS,  thm  funding  l«v«ls  for  th«  SusMr  Youth  Si^loyMnt 
and  Training  Program  has  dacraa««d  ovar  th«  last  thraa  yaars  by 
23%,  d«spita  tha  fact  that  youth  unamploymant  ramains 
•ignificantly  highar  than  adulta;  and 

VHIRXAS,  th«  reduction  in  funda  votxld  r«duca  tha  l«val  of 
•arvicaa  available  to  youths  nation-wida  by  an  Mtimatad  133,000 
joba;  and 

iraZRSAS,  th«  l«val  of  rasponaibility  for  tha  suu«r  Youth 
Eaploymant  and  Training  has  incraasad  with  tha  addition  of 
raquirad  r«Mdiation  efforts ; 

THIRZPORH  BB  IT  WBOLVKD,  that  tha  national  Aaaociation  of 
Countiaa  urgas  Congrass  to  snact  a  auppl«»«ntal  appropriation  of 
$100  Million  for  tha  JTPA  suaaar  Youth  Employ»«it  Progra*  in 
19a7.  This  auppl«««ntal  appropriation  should  not  affact  tha 
.  funding  isvals  of  any  othar  JTPA  prograa(s)* 

Racosaandad  by  ths  national  Association  of  Countias  Training  and' 
JSaployaant  Profassionals 
Xarch  15,  1987 

Passad.by  tha  Eaployaant  Staaring  conittaa 

Karch  15,  1987  (unaniaous) 
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EHPLOVHENT  STEERIUG  COMMITTEE 


RESOLOTIOH  OH 


TKE  PROVISION  OF  YEAR  ROUND  BASIC  AND  REMEDIAL 


EDUCATION  TO  YOUTHS  IN  AFDC  FAMIIiIES 


VHERSAS,  thm  Administration  has  proposed  changes  in  the  OTPA 
suamer  youth  prograa  that  would  provide  local  flexibility  in  the 
provision  of  year-round  basic  and  remedial  education  to  youths 
in  AFDC  faniliws,  under  the  JTFA  sustmer  youth  program;  and 

WHEREAS,  the  Administration's  proposal  would  change  the 
distribution  formula  so  that  funds  are  redirected  away  from 
rural  areas  to  urban  areas,  despite  the  continued  presence  of 
large  .numbers  .of  poor  youth  with  acute  literacy  problems 
throughout  rural  American  who  would,  benefit  from  year-round  and 
summer  youth  training  and  employment  program  services;  and 

WHEREAS,  the  current  progrsui  mix  of  work  experience  and 
remedial  education  has  proven  to  be  effective  in  assisting 
youths  in  breaking  thu  poverty  cycle; 

THEREFORE  BE  XT  RESOLVED^  that  the  National  Association  of 
Counties  xirges  Congress  to  enact  legislation  that  would  provide 
local  service  delivery  areas  with  the  flexibility  to  provide 
year-round  work  experience  2md  remediation  services  to  youths  in 
families  that  receive  public  assistance;  emd 
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BB  IT  FURTHER  RBSOLVBD,  that  wages  or  allowances  paid 
to  youtha  participating  in  year-round  work  experience  and 
remediation  bs  disregarded  in  determining  the  benefit  levels 
of  families  receiving  public  assistance  such  as  Aid  to 
Families  with  Dependent  dildren?  «nd 

BB  IT  FURTHER  RESOLVED,  that  the  national  Association 
of  Counties  urges  Congress  to  reject  changes  in  the 
distribution  formula  that  would  redirect  funds  away  from 
rural  areas  to  urban  areas. 


Passed  by  the  Baployment  Steering  Committee 
March  15,  19i7  (unanimous) 

Adopted  with  asKndments  by  the  Board  of  Directors 
March  17,  1987 
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EMPLOYHEKT  STEERING  COMMITTEE 
RESOLUTION  ON 
PROPOSED  CHANGES  TO  THE  EMPLOYMENT  SECURITY 
AND  UNEMPLOYMENT  COMPENSATION  SYSTEMS 

liHEREAS,  the  current  administration  and  funding  of  the 


eaploysent  service  and  uneaployuent  Insurance  systeas  are 
directed  by  the  federal  goverxwent  and  are  not  responsive  to 
local  needs  or  Input;  and 

rasREAS,  locally  controlled  employaent  and  training  services 
provided  through  the  public/private  partnership  have  proven  to 
be  sore  responsive  to  the  needs  of  local  residents;  and, 

WHEREAS,  the  Adalnls'bratlon * s  proposed  changes  In  the 
employment  security  and  unemployment  compensation  systems 
provide  for  the  decentralization  of  administration  and  fiscal 
responsibilities  to  the  states; 

THEREFORE  BE  IT  RESOLVED,  that  the  National  Association  of 
Counties  supports  the  decentralization  of  administrative 
responsibilities  to  the  states  but  opposes  the  decentralization 
of  fiscal  responsibilities  to  the  states; 
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BB  IT  mamODt  JTMOLVK,  th*t  th«  National  Association  of 
CountiM  calls  for  sodif icationa  in  tha  asploysant  aacurity 
ayataa  that  vould  raquira  local  privata  industry  cotmcils  and 
chiaf  alactad  officials  approval,  and  subsaquant  monitoring  and 
ovarsight  of  local  asploysant  sarvicas  plans  and  oparations, 


Passad  by  th'i  Eaploy»ant  staaring  Coimittaa 
iCarch  IS,  Is  /  (unaniMous) 
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EHPLOVMENT  STEERIKG  COMMITTEE 
HESOLOTIOK  OK 
PROPOSED  XMENDMEKTS  TO  JTPA  TO  PROVIDE  INCENTIVE 
BONUSES  FOR  THE  SUCCESSFUL  PLACEMENT 

or  LONG-TERM  AND  POTENTIALLY  ^    ^-v  v 

LONG-TERM  WELFARE  CLIENTS 

^IHSREAS,  th«  National  Association  of  Counties  rscognizss  th« 
nssd  to  assist  all  dspsndsnt  individuals  to  acquirs  ths 
•ducation,  training,  lifs  s)dlls  and  job  placsasnts  that  thsy 
nesd  to  bscons  sslf-sufficisnt;  and 

WHEREAS,  r«cent  studies  indicate  that  ths  majority  of 
dependent  individuals  receive  public  assistance  for  less  than 
two  years/  while  approximately  25  percent  of  dependent 
individuals  receive  public  assistance  for  nine  or  more  years  and 
account  for  an  estimated  60  percent  of  the  costs;  and 

WHEREAS,  the  provision  of  job  training  and  job  placement 
assistance  to  assist  long-term  and  potentially  long-term 
dependent  individuals  in  making  the  transition  from  dependency 
to  self-sufficiency  in  the  shortest  time  necessary,  would  not 
only  help  them  to  become  productive  citizens  but  result  in  a 
significant  cost  savings;  and 
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wmZAS,  th«  Job  Training  Partnarahip  Act  ia  daaignad  and  ia 
currantly  baing  uaid  to  aaaiat  a  variaty  of  •cono«ically 
diaadvantagad  individuala  in  local  comiunitiaa  who  ara  in  naad 
of  aaploy»ant  and  training  aarvicaa;  and 

HHSRSAS,  tha  aarvica  dalivary  ayatam  aatabiiahad  undar  the 
Job  Training  Partnarahip  Act  ia  capabla  of  providing  aarvicaa  to 
long-tarn  and  potantially  long-tarm  dapandant  individuala;  and 

WHXRSAS,  adjuatsanta  to  tha  axiating  JTPA  parfomanca 
atandarda  could  incraaaa  incantivaa  for  atataa  and  aarvica 
dalivary  araaa  to  provida  sora  aarvicaa; 

OTERETORK  BS  IX  lOSOLVKD,  that  tha  National  Aaaociation  of 
countiaa  aupporta  tha  uaa  of  incantiva  bonuaaa  to  incraasa  job 
placasanta  for  long-tara  and  potantially  long-tarm  dapandent 
individuala  provided  that: 

1.  any  atart  up  for  oparationa  coata  for  naw  initiatives 
are  supported  with  additional  federal  funda; 

2.  the  incentive  pay*enta  are  requir«d  to  be  paaaed  through 
to  the  JTPA  aervice  delivery  areaa  baaed  on  placements; 

3.  service  delivery  areas  are  peraitted  to  use  at  least  15 
percent  of  the  incentive  funds  for  adainiatrative  costs;  and 

4.  a  feasible  participant  tracking  and  reporting  system  can 
be  established; 
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BK  IT  FDRTHKR  RSSOLYSD,  that  th«  Hcitlonal  Association  of 
Countiss  urgss  Congrsss  to  opposs  amsndmsnts  that  would  ispoaa 
limitations  cn  ths  carryovsr  of  JTPX  six  psrcsnt  incsntivs 
grants  and  othsr  discrstionary  funds  of  ths  govsmor  undsr  Titls 
11-A;  and 

BS  IT  rniOTER  RESOLVKDr  that  tha  sxisting  JTPA  psrforaaftcs 
standards  b«  Bodifisd  to  acciiratsly  rsflsct  ths  trus  costs  and 
•xpsctsd  placaasnt  ratss  for  long«-tsra  and  potentially  long-tsra 
dspsndsnt  individuals. 


Pas sad  by  ths  Employment  steering  Coaaittee 
March  15 #  1987  (unanimous) 
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X  N«llonalCovenKMVAMocUe»n 


MClMM 


■a|Mi>iC1f»i»fidi 

Lwcvtfvv  Oircctof 


March  24,  1917 


Thft  Uonortblt  Paul  s'non 
Unlttd  Stataa  Stnatt 
4(2  Dlrkaan  Sanata  omca  lulldln9 
Washington,  DiC.  20510-1302 


D«ar  Stnator  Slaons 

Encloaad  la  a  final  Inttrla  raport  on  itata  Job  Training  Partnership  Act 
Urrk)  axpondlturaa  prtpartd  by  tht  National  Covarrvora*  Aaaoclatlon.  Tht 
raport  tuaBArlcta  tb«  txpendltura  data  coUtctad  froa  tba  atataa  and  dlaplaya 
that  data  In  a  varlaty  of  vaya  you  vUl  £lnd  uaaful.  Tb«  final  rtport,  vhlch 
will  Includt  aora  dtacrlptlvt  Inforaatlon  about  atatt  oparatad  prograaa,  will 
b«  avallablt  lattr  thla  aprlng.  f  »  * 

I  hop«  thla  Inforaatlon  vUl  aaaUt  yoo  In  yout  dallbtratlona  ovar  varloua 
Jm  txpandlturt  propoaala*  Th«  Inttrla  raport  contalna  tha  aoat  up-to-datt 
Inforaatlon  avallablt  on  atatt  JTPA  txpandlturta*  It  vaa  collacttd  dlrtctly 
ero«  atatta  and  rtflacta  not  only  prograa  y«ar  1«5,  but  alao  aaandaanta  to 
paat  ytara*  axptndlturto  rtporta* 

If  you  havt  any  ^uOitloni,  plaait  do  not  htaltatt^^to  contact  Carol  Hadgaa 
of  the  National  Covtrnota*  Aaaoclatlon, 


Slnctrtly, 


encloaurt 


Of  Tm  HAIU  •  444  N<yA  Optwl       •  Wkj>**ioa  D  C  20M  ^ 
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^  NAtloiwU  Governors' Association 


Cov«mo(  of  AdunMS 


executive  Drectw 


JTPA  EXPENDITURES 


Since  January  1987,  tht  National  Goverm  Association  (NGA)  has  been 
conducting  a  study  on  expenditures  of  the  Job  <2lnlng  Partnership  Act  (;TPA) 
programs.  This  Is  an  InUrlm  report  to  orlefly  present  some  of  the 
preliminary  findings. 

The  first  phase  of  this  study  consisted  of  a  survey  designed  to  obtain 
expenditure  Information  for  each  of  the  JTPA  programs.  At  this  time,  the  NGA 
survey  data  represents  99  percent  of  all  the  JTPA  funds  made  available  to  tne 
states. 

The  second  phase  of  the  study,  started  at  a  later  stage,  consisted  of  a 
mall  survey  designed  to  understand  the  complexities  of  JTPA  expenditure  levels 
and  capture  reasons  for  the  underexpendltures.  combined  with  telephone 
Interviews  In  twelve  selected  states.  As  of  today,  NGA  has  recevled  43 
rcponses. 

The  following  Is  a  suBMiry  of  the  preliminary  findings: 

0  The  NGA  figures  differ  from  previous  figures  published  by  the 
U.S.  Department  of  Labor.  Some  states  have  submitted  or  are  Ir 
the  process  of  submitting  adjustment  to  the  financial  reports. 
The  NGA  figures  more  accurately  reflect  current  JTPA  expenditure 
levels;  the  NGA  figures  account  for  approximately  S64  million 
more  In  the  Title  II-A  set-asldes  (22X). 

0  In  the  overall,  the  "system"  is  maturing  and  becoming  Dore 
ef fee  lent  in  utilizing  available  resources.  Expenditures  have 
Increased  every  year  by  10  percent.  Assuming  this  historical 
trend,  the  JTPA  Title  II-A  carryover  Into  Program  Year  1987  win 
be  S250  million  less  than  the  carryover  ir.to  Program  year  1986. 
(See  Exhibit  A.) 

0  JTPA  Title  II-A  expenditures  In  PY  1985  were  98  percent  of  the 
new  py  1985  allocations. 

0  States  receiving  a  smaller  amount  of  funds  seen  to  tiave  a 
slightly  higher  expenditure  rate  than  states  receiving  a  larger 
amount  of  JTPA  Title  II-A  funds.    (See  Table  n. 

0  There  seens  to  be  no  relationship  betwee*^  the  expenditure  rate 

and    performance.  States   with    low   expenditure    rates  have 

co<i^9arab1e  entered  employmer.t  rate  to  states  with  high 
expenditure  rates. 
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0  By  Progriii  re«r  1 987 .  h4l f  of  th i  s t« tus  Mill  have  a 
reallocation  policy  In  place;  during  the  transition  year  (TY 
1964)  only  one  state  had  a  reallocation  policy  and  In  Program 
Year  1985  only  one  In  every  six. 

0  The  Majority  of  the  states  have  utilized  their  funds  at 
satisfactory  rates.  The  undtrexpendlturt  "probltm."  defined  as 
loM  rate  of  expenditures  to  available  funds.  Is  concentrated  In  a 
ssall  nuaber  of  states  with  relatively  high  carryovers.  Nine 
states  accounted  for  over  half  of  the  overall  PY  1965  Title  II-A 
carryover. 

0  In  Pr  I9S5,  32  states  spent  their  Title  II-A  funds  at  a  level 
greater  than  their  new  PY  85  allocations,  even  assuming  a  seaP 
Increase  In  expenditure  rates.  36  states  would  spend  nore  In  PY 
66  than  their  new  PY  1966  allocations. 

0  Assuaing  no  Increase  In  expenditure  levels.  Title  II-A 
carryover  into  Progrun  Year  1^7  will  be  approximately  $635 
•111 ion.  Assuming  a  10  percent  Increase  In  expenditures,  the 
carryover  ulll  bt  $450  million  and  If  a  15  percent  Increase  in 
expenditures  Is  assuntd.  the  carryover  will  be  reduced  to  $360 
■llllon.  In  order  to  ellnlnate  all  the  carryover,  the  "systen," 
as  an  overall,  would  have  to  expend  In  PY  1986  thirty-five  (35) 
percent  nore  than  In  PY  1965. 

0  There  Is  a  proposed  legislation  In  Congress  which  would  limit 
JTPA  carryover  to  no  nore  than  20  percent  of  a  partlcualar  year 
allocation.  Assuaing  a  10  percent  increase  In  expenditures  for 
each  state  and  allowing  a  20  percent  carryover  of  the  PYI966 
allocation,  if  such  progran  i#ould  b«  In  place  by  the  beginning  of 
Prograa  Year  1987,  JTPA  (Title  II-A  1967)  available  funds  are  to 
be  reduced  by  $230  million.  '  Approxlmitely  30  states  will  not  be 
affected  by  such  action.  A  total  of  $150  million,  however,  will 
come  from  only  6  states.  Even  If  a  15  percent  Increase  is 
assumed.  JTPA  available  funds  ar«  to  be  reduced  by  $190  million 
and  by  $120  million  If  a  25  percent  increase  In  expenditures  Is 
assumed.  (See  Table  2  A.  B  &  C  for  excess  carryover  by  state. 
Table  2-A  assumes  a  10  percent  Increase  In  expenditures  for  each 
state.  Table  2-B  assumes  a  15  percent  increase,  and  Table  2-C 
assumes  a  25  percent  Increase.) 

0  The  JTPA  expenditure  Issue  Is  a  complex  one.  while  some  states 
hive  high  Title  II-A  (78X)  program  expenditure  rates,  they  also 
have  low  expenditure  rates  on  the  Title  II-A  set-aside  prograns. 
OA  the  other  hands,  some  states  have  done  very  well  utilizing 
these  special  program  funds  but  at  the  same  time  have  low  Title 
II-A  (7tX)  expenditure  rates.  Table  3  presents  the  national 
expenditure  rates  for  each  of  the  Title  II-A  programs  for 
different  program  years  and  a  summary  for  th«  period  betweer^ 
October  1,  1983  and  June  30.  1986. 
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0  Tht  bfggtst  unspendlng  area  appears  to  be  the  6  percent 
Incentive  set-astdes.  For  the  33-»onth  period  a  little  over  50 
percent  of  the  funds  available  for  purposes  other  than  incentives 
for  performance  and  the  hard-to-serve  were  expended.  Of  course, 
states  award  incentive  funds  based  on  previous  year  perforoance. 
Table  3  adds  che  6X  awards  for  exceeding  perfornance  and  the 
hard-to  serve  to  the  Title  II-A  78X  prograns. 
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Tabic  1 
OTPA  Cxptndlturts 


CtMfornU 

Ntw  -York 

Nlchigin 

PcnnsylvanU 

Illinois 

Ohio 

Texas 

Florida 

futrto  Rico 

Hew  Oirsiy 

AlabiM 
Ttftntsstt 

North  CiroMna 

Wisconsin 

Kentucky 

Louisiana 

Mshlngton 

Hissoorl 

Georgia 

'Massachusttts 

Virginia 

South  Carolina 

Maryland 

Ninntsotft 

Mississippi 

Ortgon 

Arizona 

Nest  Virginia 

Arkansas 

Iowa 

Colorado 

Olclahcsu 

Connactlcut 

Ktnsas 

Utah 

Heine 

Idaho 

Rhode  Island 
Nevada 
«(ebrasU 
Montana 
01st.  of  CoK 
Hawal 1 

New  Haj^)sh1rt  * 
Oelawart 
North  Dakota 
HyoMing 
South  Dakota 
Vtraiont 
Virgin  Islands 


AVAIUSILITY 
33  MONTHS 

$5M.€Of.l74 
$3S«.CM.S11 
"5292, 935,687 
$2M,754,n« 
t2t7.241,103 
^85,999,636 
5259. 2<«, 775 
$191,527,916 
5179,57D,787 
5138,112,421 
$136,S40,';60 
$129,447,273 
$126,679,313 
$125,359,693 
5115,457,198 
^114,D76,^26 
'5111,922,743 
$111,541,284 
$1D3,787,699 
$1D3,124,841 
$99,592,337 
5M,574;480 
579,833,904 
$77,526,948 
$76,481,652 
571,064,456 
$70,755,597 
463,651,775 
561,883,075 
555,350,487 
555,294,643 
$51,492,517 
550,595,032 
$47,405,519 
$30,710,043 
$26,764,714 
$23,450,663 
$22,229,438 
$20,699,873 
$20,257,985 
$19,676:772 
$19,598,821 
$18,770,554 
$16,145,477 
$14,246,441 
$13,307,939 
$13,232,914 
$13,152,914 
$12,969,267 
$12,932.^914 
$4,870,330 


€XP£JIOITUR€ 
33  MONTHS 

5465,426,971 
$323,453,076 
5259,504,630 
5242,6a,433' 
5261.^55,224 
'5237,996,434 
5232,492,077 
5173,749,750 
$127,103,309 
-5129,043,230 
5121,486,409 
4120,882,409 
4100,076,162 
5103,893,221 
4107,715,102 
588,558,214 
484.521,372 
5100,030,592 
592,835,714 
'589,938,394 
499,142,395 
580,005,120 
$72,704,261 
568,976,712 
$69,595,393 
563,359.338 
$62,328,898 
$51,428,981 
$51,113,640 
546,103,359 
549,727,915 
546,167,798 
$38,938,584 
$43,632,507 
$28,470,279 
$23,380,541 
$22,313,614 
520,749,008 
$19,199,043 
$17,746,528 
$18,724,673 
418,005,235 
$15,427,493 
515,607.251 
$10,855,699 
$11,114,591 
$12,126,022 
510.236.932 
$P,945.271 
510.792.940 
$4,053,706 


CARRr^ER 
tt-end  of 
33  MONTHS 


AVERAGE 

^xnmiimt  exp.  Rate 

RATE         Ptr  Ouartile 


5103.18^ 
534,635 
$33,431 
546,109 
525,785 
548,003 
526,796 
517,778 
452,467 
49,069 
$15,054 
48,564, 
$26,603, 
521,466, 
$8,142, 
525,518, 
527,401 , 
511,510. 
510,951. 
$13,186 

5449 
48,569 
47,129, 
58,^50, 
56,886, 
$7,705, 
58.426, 
$12,222, 
$10,769, 
49,247, 
$5,566. 
55,324. 
411,656. 
43,773. 
$2,239 
$3,384 
$1,137 
$1,480 
$1,500 
$2,511, 

$952, 
$1,593. 
$3,343, 

$538. 
$3,390 
$2,193 
$1,106 
52.915 
44.023 
52,139 

5816, 


.90^ 
.435 
.057 
,683 
;«79 
,202 
,698 
,166 
.478 
.191 
.151 
.864 
.151 
.472 
,096 
,712 
,371 
,692 
,985 
.447 
,942 
.360 
,643 
.236 
.259 
.118 
.699 
,794 
,435 
,128 
,728 
,719 
,448 
.012 
,764 
.173 
.049 
,430 
.830 
.457 
.099 
,586 
.061 
>226 
.742 
,348 
,892 
,982 
.996 
.974 
,624 


Survty  Totals     $5,280,985,837  $4,573,780,450  $707,205,387 
*  Excludes  part  of  6%  expenditures. 


0  e? 
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n  on 

0.91 
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n  flo 

U.7J 

fl  70 

U.Bj 

0.93 

u.eD 

n  7B 

0.76 

0.87 

1  nn 

n  on 

n  Qi 

n  QI 

n  SQ 

0.86 

0.81 

0.08 

0.63 

0.90 

0^90 

0.77 

0.92 

0.93 

0.87 

0.95 

0.93 

0.93 

0.88 

0.95 

0.92 

0.82 

0.86 

0.97 

0.76 

0.64 

0.92 

0.78 

0.69 

0.83 

0.63 

0.67 

59 


o  -  ,-  - 


588 


Table 

OTPA  (Title  n-A)  Excess  Carryover 
(assuming  a  10  percent  Increase  In  expenditure) 


Carryover  In 

Excess  of 

20X  Allocation 

California 

$49,466,162 

Puerto  Rico 

$46,966,444 

Louisiana 

U3.S26.111 

Pennsylvania 

$23.37S.SS7 

Ohio 

$14.307.S36 

Kentucky 

$11,210,013 

Tennessee 

S9.376J30 

Oklahoma 

S9. 143.602 

North  Carolina 

S7. 663. 393 

Kest  Virginia 

S7.214jn 

Arizona 

$7,061,373 

Arkansas 

SS.S66.491 

South  Dakota 

S3.16S.326 

Oregon 

S2.934.333 

01  St.  of  Col. 

S2.037.6S6 

Nevada 

$1,133,902 

Delaware 

Sl.054.116 

New  HajBpshire  * 

S927.642 

Hyomlng 

S662.233 

Utah 

S743.000 

Vermont 

$410,363 

Virgin  Island 

$34S.S26 

Montana 

$0 

Indiana 

$0 

Mississippi 

$0 

Rhode  Island 

$0 

Alabama 

SO 

South  Carolina 

SO 

Minnesota 

$0 

Illinois 

$0 

New  Jersey 

$0 

Idaho 

$0 

Massachusetts 

$0 

Texas 

$0 

Maryland 

$0 

Hawaii 

$0 

Kansas 

$0 

Georgia 

$0 

Missouri 

$0 

Virginia 

$0 

."Michigan 

$0 

Washington 

$0 

North  Dakota 

$0 

Florida 

$0 

Iowa 

$0 

Wisconsin 

$0 

New  York 

$0 

Nebraska 

$0 

Maine 

$0 

Connecticut 

$0 

Colorado 

$0 

TOTAL 

S230.S76.166 

*   Excludes  part  of  6X  expenditures. 
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Tabu  2-8 
JTPA  (TltU  ll-A)  Exctss  Carryover* 
(assiwtng  a  15  percent  Increase  In  expenditures) 


Puerto  Rico 

California 

Louisiana 

Pennsylvania 

OMo 

Kentucky 

OklahoM 

Tennessee 

Arizona 

Nest  Virginia 

North  Carolina 

Arkansas 

South  Dakota 

Olst.  of  Col. 

Oregon 

Delaware 

Nevada 

New  Hampshire  * 

HyoAlng 

Utah 

Virgin  Island 

Vernont 

Montana 

Indiana 

Minnesota 

Illinois 

Missouri 

Rhode  Island 

Nebraska 

South  Carolina 

Massachusetts 

Idaho 

New  York 

Hawal t 

North  Dakota 

Texas 

Kansas 

Georgia 

Mississippi 

Florida 

Michigan 

Virginia 

Maryland 

Kashlngton 

Iowa 

Connecticut 
New  Jersey 
Alabaju 
Halnfr 
Hisconsin 
Colorado 
TOTAL 


Carryover  In 
Excess  of 
20t  Allocation 

S46,234,I18 
$40,130,049 
$21.62«.429 
$18,784,966 
$9,457,794 
$9,340,779 
$8,224,655 
$7,120,655 
$6,156,484 
$6,151,668 
$5,685,866 
$4,646,270 
$2,985,538 
$1,740,834 
$1.722.0M 
$840,664 
$814,434 
$654,223 
$626,121 
$268,619 
$267,377 
$170,097 
$0 
SO 
SO 
SO 

so 
so 
so 
so 
so 
so 
so 
so 
so 
so 
so 
so 
so 
so 
so 
so 
so 
so 
so 
so 
so 
so 
so 
so 

$0 

$193,673,884 
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Table  2-C 
OTPA  (Title  n-A)  Excess  Carryover* 
(assuming  a  25  percent  Increase  \r\  expenditures) 

Carryover  in 
Excess  of 
20X  Allocation 


Puerto  Rico 

California 

Louisiana 

Pennsylvania 

Oklahoma 

Kentucky 

Arizona 

Hest  Virginia 

Arkansas 

Tennessee 

South  Dakota 

North  Carolina 

Olst.  of  Col. 

Delaware 

Nevada 

HycAlng 

Virgin  Island 

New  Haotpshire  * 

Ohio 

Oregon 

Utah 

Vertuont 

Hontana 

!no*)na 

Minnesota 

Illinois 

Hmourl 

Rhode  Island 

Nebraska 

South  Carolina 

Hassachusfltts 

Idaho 

New  York 

Hawaii 

North  Dakota 

Texas 

Kansas 

Georgia 

Mississippi 

Florida 

Michigan 

Virginia 

Maryland 

Hashington 

Iowa 

Connecticut 

New  Jersey 

Alabana 

Maine 

Wisconsin 

Colorado 

TOTAL 


$40,725,466 
$21,457,783 
$17,829,065 
$9,603,784 
$6,386,361 
$5,602,311 
$4,346,706 
$4,026,782 
$2,805,828 
$2,610,305 
$2,585,958 
$1,690,812 
$1,146,786 
$413,760 
$175,498 
$119,987 
$111,075 
$106,985 
$0 
$0 
$0 
SO 
$0 
$0 
$0 
$0 
$0 
SO 
SO 
SO 
SO 
SO 
SO 

so 
so 
so 
so 
so 
so 
so 
so 
so 
so 
so 
so 

so 
so 

so 

$0 
$0 

$121,745,162 
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STAVEMEMT  OF  HUBERT  H.  HDKPHRSY,  XXX 
HXKHBSOTA  ATTOkJET  COfBRAX.  XN  809P0R?  OF 
THB  BCONONXC  CISLOCATIO!!  AWD  WORKXR  AJOTSIKBMT  ASSISTAUCK  ACT 

8*  S38 

March  24,  1967 

Thank  you,  Chairnan  Simon  and  members  of  the  Senate 
Subcommittee  on  Employment  and  Productivity,  fo;  the  opportunity 
to  submit  a  written  statement  in  support  of  S,  SSS,  the  Economic 
Dislocation  and  V?orker  Adjustment  Assistance  Act*    Together  with 
Senator  Metzenbaum,  Senator  Kennedy,  and  this  bill's  numerous  co~ 
sponsors  in  the  Senate  and  the  House,  it  is  my  hope  that  Congress 
will  act  quickly  to  enact  this  proposal  into  law* 

The  plant  closing  and  mass  layoff  problem  seems  to  be 
getting  more  severe  every  year*    According  to  a  new  report  from 
the  U.S.  Department  of  Labor,  fully  35  percent  of  the  unemployed 
in  1966  were  people  thrown  out  of  work  by  plan^,  closings,  long- 
term  business  slumps  or  other  permanent  dissiissals.    In  1965,  the 
Bureau  of  Labor  Statistics  £ound  that  11.5  million  workers  lost 
their  jobs  during  the  five  years  between  Janu^^y  1979  and  January 
1984  because  of  plant  shutdowns,  the  moving  of  plants  or 
companies,  slack  work,  or  the  ^,bolition  of  a  position  or  a  shift* 
Almost  half  of  those  workers  had  had  at  least  three  years  on  the 
job  before  they  were  permanently  laid  off* 

The  Conference  Board's  1966  survey  of  512  U.S.  companies 
found  that  44  percent  had  closed  at  least  one  plant  between  1982 
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and  1985*    Nearly  three  out  of  five  of  the  firiis  surveyed 
experienced  either  substentiel  layoffs  or  closures  during  that 
8a»e  three-year  period*    More  than  three-fourths  of  the^^icjts  in 
the  manufacturing  sector  and  nearly  half  of  the  firas  in  the 
service  sector  reported  job  cutbacks  and  closures* 

Minnesota  has  not  been  immune*    Although  the  Twin  Cities 
metropolitan  area  economy  has  been  fairly  strong,  outstate 
Minnesota  and  the  industrial  core  of  our  citios  have  been 
severely  affected  by  economic  dislocation*    Attached  to  this 
statement  is  a  partial  list  of  some  of  the  major  plant  closings 
and  mass  layoffs  in  Minnesota  since  the  end  of  the  recession  in 
1983*    As  you  can  see,  even  though  our  unemployment  rate  is  under 
the  national  average,  thousands  of  Minnesotans  have  in  recent 
years  lost  their  jobs  because  of  plant  shutdowns  or  the  moving  of 
a  plant  or  company* 

The  impact  on  some  of  our  Minnesota  communities  has  been 
devastating*    X  have  traveled  a  number  of  times  to  the  Reserve 
Mining  towns  of  Silver  Bay  and  Babbitt  on  Minnesota's  iron  Range 
and  I  have  talked  with  the  people  affected*    Many,  if  not  most  of 
the  laid-off  employees  have  spent  their  entire  working  lives  at 
Reserve,  most  of  them  are  40  years  of  age  or  older,  and  they  do 
not  know  where  to  turn*    They  have  lost  their  jobs,  their  income, 
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their  Insurance,  and  soon,  X  am  aure,  they  will  face  the  loss  o£ 
their  homes  as  well* 

X£  the  Minnesota  pattern  followc  the  national  pattern,  we 
can  sadly  expect  most  of  these  families  to  suffer  severe 
financial  hardship*    The  study  published  by  the  Public  Research 
Institute  of  the  Center  for  Naval  Analysis  found  that,  while 
workers  under  40  experienced  a  13*4  percent  drop  in  average 
earnings  in  the  year  after  a  plant  closure,  workers  over  40 
suffered  a  39*9  percent  reduction*    Louis  Jacobson*s  study  of 
plant  closings  in  the  steel,  meat  packing,  automobile,  and 
aerospace  industries  found  that,  even  after  six  years,  the 
average  worker  will  still  earn  12  to  18  percent  less  than  he  or 
she  did  before  the  shutdown*    The  1985  report  on  unemployed  New 
England  auto  workers  by  Boston  College's  Social  Welfare  Institute 
found  that  the  average  length  of  each  auto  workers'  longest 
layoff  period  was  66  weeks,  with  one  in  five  unemployed  for  two 
years  or  moce*    Seventy-five  percent  looked  for  work  during  their 
layoff,  but  only  21  percent  were  able  to  find  jobs*  Porty-three 
percent  of  those  workers  used  up  all  their  savings  while 
unemployed,  23  percent  missed  mortgage  or  rent  payments,  and  one 
out  of  four  lost  all  family  health  insurance* 

The  "ripple  effect"  of  plant  closings  can  be  almost  os 
devaatating*    As  Joseph  Cipparone  explained  in  the  University  o£ 
Michigan  Journal  of  Law  Keformi 
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Th«  co^unl^-y  ■uC£«rB,  too,    Loctl  busiiMssts 
lOM  profits  b«cc  iM  th%Y  d«ptnd  on  tht  pUnt  or 
It.  i#ork«r«  to  buy  thtir  ^oods  .mS  mmz^ic^m. 
rt^it  Xo€t  ^^oCits  in  -Uirn  cauM  w>rt  lo«t  1ob«, 
A«  p«oplt  Itsvt  to  «if»4  ^rk  tl««ii«Mrt,  property 

b«ing  l.id  off,  tiM  pl.nt  cloiing,  th«  local 
btisiMSMs  losittf  profits,  th«  prop€rty  valuta 
d«clini»9--oauo  tiM  comunityU  tax  rtvtnu«a  to 

TfH" ™  rtvtnuta,  plua  tht  incrtaatd 

public  «xptnditttr«s  tor  ttraiiMttd  worktra,  itad 
to  incrcaatd  tax  r«tta  or  rtductd  public  atrvicea 
for  all  cotMunity  rtaidtnta.    Mortovtr,  the 
co«wnity  may  lost  tht  apirit  that  holda  it 
togtthtr* 

mtvtnuca  dtcrtaat  at  the  atatc  Itvtl  bccauae 
worktra  and  local  buaintaata  havt  lo^r  taxable 
incoMa  ^ile  tht  cloMd  ^>u«ifM«a  ptya  no  taxea 
Mhatao^er.    Concurrently,  the  atatt  increeaea 
exptnditurea  for  unti^loy»ent  coa«>«ii«ation  and 
public  aaaiatance.    Though  the  effect  on  the 
average  atate  citixen  in  no  vay  con^rea  to  the 
effect  on  the  pUnt  workera  and  their  comnity, 
aome  citisena  ^t«i«e  the  coanunity  «lao  auffer 
fro«  the  cutback  of  Many  worthwhile  «ervicea« 

The  huaan  coat  can  bt  ataggertng,    JU  »ore  and  »ore  »edical 
evidence  indicatea,  plant  cloainga  tnd  permanent  maaa  layoffa  can 
kill  people.    Congreaa  haa  for  yeara  heard  teatimony  about  how 
the  atreaa  following  pi.nt  cloainga  haa  led  to  increaaed  uric 
acid,  blood  preaaure,  blood  augar,  and  choleaterol  levela  emong 
the  workera  affected,  and  how  doctora  have  found  weight  loaa, 
hypertenaion,  ulcere,  alcoholiam,  and  increased  incidences  of 
diabetes,  gout,  hyperallergic  reactiona,  end  respiratory 
diaordera  in  dialocated  workera  and  their  families.    One  caae 
atudy  of  a  brewery  cloaing  found  the  mortality  rate  for  the 
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displaced  workers  was  16  tlses  greater  than  the  coaparable  rate 
for  sales  having  the  save  age  distribution*    Perhaps  the  nost 
frightening  statistic  is  the  finding  of  he*  Sidney  Cobb  and  Dr. 
Stanislav  Kasl  that  plant  closing  victims  have  a  suicide  rate  30 
times  greater  than  normal. 

By  now,  these  statistics  should  be  faniliar  to  aembers  o£ 
Congress.    Both  the  Rouse  and  the  Senate  have  struggled  with  the 
plant  closing  issue  for  well  over  a  decide «  and  there  have  been 
innu«erable  hearings  documenting  the  seriotisness  of  the  problea. 
For  maybe  the  first  time,  however,  there  seems  to  be  a  bipf tisan 
consensus  that  the  federal  government  must  act  and  act  quickly  to 
alleviate  the  ecL/noaic  and  human  costs  of  plant  closings  and  mass 
layoffs.    The  Secretary  of  Labor's  Task  Force  cn  Economic 
Adjustment  and  Worker  Dislocation  has  doue,  X  think,  an  admirable 
job  of  trying  to  build  that  consensus,  and  X  hope  their  work 
translates  i:sto  effective  legislation. 

There  is  no  question  in  my  mind  that  the  key  to  success  is 
mandatory  advance  notice  and  consultation,  and  X  strongly  support 
Title  XX  cf  the  bill  as  proposed*  As  the  Task  Force  concluded, 
"advance  notification  is  an  essential  component  of  a  successful 
adjustment  program**  The  Conference  Board's  surv«y  agreed  that 
'advance  notice  is  beneficial  to  employees  and  is  an  essential 
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eltnent  in  a  pltnt-closure  program,"  vhlle  the  Office  of 
Technology  Assessiunt's  report  reiterated  the  1966  conclusion  of 
George  P*  Shulty  and  Arnold  R*  Keber  that  "advance  notice  of 
■ajor  employee  dlsplaceaent  to  the  workers,  the  union,  and  the 
appropriate  government  and  cosMunity  agencies  is  a  procedural 
prerequisite  'or  constructive  action." 

vmen  there  is  early  warning  of  a  plant  closing  or  a  mass 
layoff,  the  workers  that  are  to  be  displaced  are  »ore  likely  to 
participate  in  adjustment  projects,  there  is  greater  opportunity 
for  in-plant  labor  and  sanageMent  participation  and  cooperation, 
and  there  is  tiae  to  explore  all  possible  ways  of  avoiding  the 
plant  closing  and  mass  layoff*    Recent  history  is  replete  with 
success  stories  from  companies  who,  either  voluntarily  or  through 
collective  bargaining  agreements,  have  taken  the  necessary  steps 
to  provide  advance  notice,  consultation,  and  worker  adjustment 
assistance*    Corporations  such  as  Ford,  Chrysler,  Xerox,  Brown  & 
Killiamson,  Dana,  Kelsey-Hayes,  Blectrolux,  Levi-Strauss,  and 
Bethelehem  Steel  have  established  standards  that  the  rest  of 
corporate  America  should  emulate* 

In  Minnesota,  advance  Aotice  has  been  crucial  and  clearly 
beneficial*    when  Wilson  Foods  filed  for  bankruptcy  under  chapter 
11  in  April,  1983,  their  Albert  Lea  meatpacking  plant  was  set  to 
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be  closed,  throwing  some  1900  hourly  and*  salaried  employees  out 
of  work.    The  United  Food  and  Commercial  Workers  (UFCW)  had, 
however,  negotiated  a  six-month  plant  closing  notice  requirement 
into  their  collective  bargaining  agreement,  and  that  gave 
community,  government,  and  labor  leaders  the  time  they  needed  to 
£ind  a  buyer  £or  the  plant*    The  new  owner.  Farmstead  Foods,  is 
now  in  the  process  of  completing  an  $8-10  million  modernization 
project  on  the  Albert  Lea  plant,  and  the  dislocation  has  been 
minimized*    Although  Farmstead  is  not  out  of  the  woods  yet,  there 
is  hope  for  the  Albert  Lea  community  that  would  not  have  existed 
if  the  plant  had  been  permanently  closed* 

That  kind  of  example  has  convinced  most  ousiness,  labor,  and 
government  leaders  that  advance  notice  and  consultation  is 
desirable*    The  controversy  is  over  whether  to  make  advance 
notice  and  consultation  mandatory* 

'i'he  statistics,  unfortunately,  bear  out  the  necessity  for 
imposing  strong  sanctions  on  companies  that  do  not  provide  the 
motive  required  if  worker  adjustment  efforts  are  to  be 
successful*    The  recent  General  Accounting  Office  study  of  larger 
establishments  (100  or  more  employees)  reported  that  only  18 
percent  gave  more  than  90  days*  notice  of  plant  closings  and  mass 
layoffs*    Twelve  percent  gave  no  notice  at  all;  30  percent  gave 
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at  least  tobe  of  their  workers  1  to  14  days*  notice;  40  percent 
gave  14  to  90  days*  notice.    The  bottom  line,  however,  is  that 
nearly  two-thirds  of  the  plants  shut  down  give  their  individual 
workers  less  than  two  weeks*  notice*    According  to  the  GAO 
report,  the  typical  establishment  with  over  100  workers  announces 
that  job  losses  will  occur  »ore  than  2  weeks  before  the 
occurrence,  but  gives  specific  notice  to  individual  workers  about 
1  week  in  advance  for  blue-collar  workers  and  2  weeks  in  advance 
to  white-collar  workers* 

That  sisply  is  not  good  enough  in  j»ost  cases*    Title  II  of 
this  bill  properly  requires  "ore  notice  depending  on  the  nu«ber 
of  eaployees  affected*    If  employers  fail  to  provide  the  required 
notice,  they  will  be  liable  to  the  affected  eaployees  for  the 
wages  and  benefits  that  would  have  been  received  for  each  day  of 
violation*    If,  for  some  reason,  advance  notice  cannot  be  given, 
the  bill  provides  an  exception  for  cases  of  unforseeable  business 
necessity* 

This  system  guarantees  that,  if  the  necessary  notice  is  not 
provided,  the  "penalty"  will  go  to  the  employees  affected* 
Compared  to  the  Reagan  Administration *s  proposal  to  give 
employers  an  unemployment  tax  credit  if  they  provide  advance 
notice,  this  bill  creates  a  much  fairer  and  more  precisely 
targeted  system  of  penalties  and  incentives  to  assure  compliance* 
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Besides  mandatory  advance  notice  and  consultation,  the  key 
to  successful  worker  adjustment  programs  is  coordination.  In 
Minnesota,  we  have  done  our  best  to  coordinate  the  various  job 
assistance  programs,  but  the  effort  has  not  been  entirely.  ^ 
successful.    Ttie  1985  Jobs  Bill  replaced  an  old  Department  of 
Economic  Security  with  a  new  Department- of  Jobs  and  Training  with 
border  responsibilities  for  linking  employment  and  training 
programs  with  income  maintenance  progreuns.    That  bill  also 
created  a  new  Office  of  Full  Productivity  and  Opportunity  with 
the  responsibility  for  developing  an  overall  strategy  for  more 
effectively  utilizing  state,  federal,  local,  and  private 
resources. 

Despite  those  changes,  the  Program  Evaluation  Division  of 
our  Legislative  Auditor's  Office  reported  just  this  month  that 
employment  and  training  resources  are  too  often  concentrated  and 
directed  at  people  who  are  more  job*ready  and  often  fail  to  reach 
the  more  disadvantaged.    The  Auditor's  report  also  found  that 
coordination  among  programs  was  limited  because  different 
programs  have  different  geographic  boundaries  and  different  legal 
authorization.    Hot  only  do  individual  programs  fail  to  refer 
clients  to  other  programs  with  more  appropriate  services,  but,  in 
some  cases,  they  actually  compete  with  each  other  for  scarce 
resources. 


-9- 


601 


This  bill  would  go  a  long  ways  toward  solving  that  problem. 
The  creation  of  identifiable  state  dislocated  worker  units  with 
the  statutory  authority  "to  coordinate  and  facilitate  all 
resources  available  to  the  State  for  displaced  workers"  including 
the  Job  Service  and  the  unemployment  insurance  system  will,  I 
hope,  help  eliminate  much  of  the  unnecessary  duplication  or 
competition  among  the  various  employment  and  training  programs* 
Further,  the  requirement  that  states  develop  written  plans  to 
assure  that  the  goal?  of  the  program  are  met,  upon  penalty  of 
losing  part  of  their  funding,  and  the  provisions  for  federal 
monitoring  will  make  it  much  more  likely  that  the  Dislocated 
workers  Units  will  do  their  jobs  well  and  spend  their  funds 
wisely* 

Overall,  I  believe  this  bill  will  go  far  to  reduce  the 
financial  and  human  costs  of  plant  closings  and  mass  layoffs,  and 
will  assure  that  there  is  help  available  for  those  left  behind  in 
our  dynamic  economy*    X  urge  swift  passage* 
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PARTIAL  LXSTXtlQ 
PLAMT  CLOSINGS  r  MASS  LAYOFFS  IN 
MINNBSOTA  SINCB  1983 


NtJMBKR  OF 

COMPANY  cm  KMPLOYKBS  AFFBCTKD 


Reserve  Mining 

Silver  Bay/Babbitt 

1,100 

Whirlpool 

St*  Paul 

900 

Sperry 

Bag  an 

900 

Montgomery  Wards 

St*  Paul 

900 

ConwedAlSG 

Cloquet 

700* 

American  Hoist 

St*  Paul 

500 

Boise  Cascade 

All        iia  !•  A  Vila  A   f  a  A  AO 

450 

Rosemount 

450 

Plymouth 

450 

Nashwauk 

450 

Murphy  Motor  Freight 

Roseville 

300 

Landy  Packing 

St*  Cloud 

300 

PARO 

Golden  Valley 

250 

Medallion  Kitchens 

Fergus  Falls 

250 

Donaldson  Company 

Eagan 

250 

Iowa  Pork  (2) 

South  St*  Paul 

200 

Buffalo  Lake 

125 

Northrup  King 

Minneapolis 

175 

Leamington  Hotel 

Minneapolis 

175 

McLean  Trucking 

Neu  Brighton 

125 

KP  Manufacturing 

Minneapolis 

125 
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COKPAKT 


cm 


Land-O-Lakes  Aitkin 

AT  &  T  Rose vi lie 

Twin  City  Fan  &  Blower  Minneapolis 

Colwell  North  Central  St.  Paul 


HOHBBR  OF 
KMPLOYEBS  AFFBCTKD 


125 
120 
120 
120 


♦  Approxiioately  700  Conwed  workers  lost  their  jobs  when  OSG  Corp.  took 
over.    As  of  9/15/85,  only  83  former  Conwed  workers  had  been  hired 
back,  out  of  a  total  of  340  new  hir'js. 
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Opening  the  Self-Employment  Option 


Testimony  of 

Robert  E.  Friedman,  President 
Corporation  for  Enterprise  Development 

before  the 

Subcommittee  on  Employment  and  Productivity 
and  the 
Subcommittee  on  Labor 

of  the 

Committee  on  Labor -and  Human  Resources 
of  the 
United  States  Senate 


March  26,  1987 
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I  anj  Robert  Friedman,  President  of  the  Corporation  for  Enterprise 
Development  (CfED) ,  a  non-profit  organization  which  has  worked 
for  eight  years  with  state  and  local  policymakers,  private 
corporations,  unions  and  community  organizations  to  design  and 
implement  effective  economic  development  strategies,  particularly 
in  chronically  poor  communities  and  ccTimunities  hard  hit  by  plant 
closings. 

I  am  very  pleased  to  be  able  to  testify  today  in  support  of  the 
Self-Employment  Opportunity  Dtmonstration  Program  provision  of 
the  Economic  Dislocation  and  Worker  Adjustment  Assistance  Act,  S. 
53B.    The  nation  has  long  needed  the  k^nd  of  comprehensive 
economic  dislocation  program  offered  in  this  legislation.  The 
proposed  legislation  is  notable  not  only  for  bringing  together 
programs  of  demonstrated  effectiveness  in  dealing  with  the 
challenges  of  dislocation,  but  also  for  its  commitment  to 
exploring  the  new  approaches  detailed  In  the  demonstration 
provisions . 

I  will  focus  my  remarks  on  the  self-employment  provisions  of  the 
bill,  but  want  to  acknowledge  at  the  outset  that  efforts  to 
promote  self-employment  as  a  response  to  dislocation  constitute 
only  part  of  an  adequate  response  to  the  challenge  of  economic 
restructuring  and  dislocation:  different  dislocated  workers  and 
-communities  will  escape.  unen:ployment  through  different  routes;  it 
is  our  job  to  open  as  many  of  those  routes  as  possible. 

I  have  divided  my  testimony  into  five  sections: 

1.  Why  Open  a  Self-EmpI.oyment  Option? 

2.  Entrepreneurship,  Self-Employnent  and  Economic  Renewal 

3.  Barriers  to  Self-Employment 
^,  Precedents  and  Program  Models 
5.  The  Provisions  of  S.538 
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1 .    Why  Open  a  Self-Eaployoent  Option? 

In  many  of  the  coraaunities  of  this  country  hardest  hit  by 
internati.^nal  coapetition  and  econoaic  restructuring  —  from 
timber  communities  of  the  Northwest  to  the  textile-mill  towns  of 
the  Southeast,  from  the  mining  communities  of  the  Southwest  to 
the  steel  coraaunities  of  New  England,  from  the  automobile 
communities  of  the  Midwest  to  the  farming  communities  of  the 
Plains  —  the  underlying  problem  is  a  loss  of  jobs  and  enter- 
prise.   When  the  best  of  traditional  remedies  run  their  course  

when  the  advance  notJce  period  has  expired,  when  severance  pay 
and  unemployment  compensation  have  been  exhausted,  when  counsel- 
ling and  placement  assistance  has  ended,  when  retraining  has  been 
completed,  when  what  few  people  who  are  willing  to  move  have 
moved  —  many  dislocated  workers  will  still  face  the  reality  that 
there  are  not  sufficient  job  opportur>lti>ss  to  absorb  them.  For 
these  individuals  —  and  for  these  communities  —  part  of  the 
challenge  of  economic  change  is  to  sow  the  seeds  of  a  new 
economy,  to  create  enterpriser  which  can  grow  to  replace  the  jobs 
and  enterprises  that  have  be<jn  lo'st.    And  one  of  the  sources  of 
this  new  grc'^tn  will  be  the  unemployed  themselves. 

2»    Entrepreneurship,  Self-Employment  and  Economic  Renewal 

Indeed,  what  is  remarkable  about  the  last  decade  of  rapid 
restructuring  of  the  American  economy  is  not  only  the  dramatic 
loss  of  plants  and  jobs,  but  the  rise  of  entrepreneurship  in  the 
face  of  dislocation.    The  increasing  role  of  entrepreneurship  in 
tftis  economy  —  the  65  percent  rise  in  business  incorporations 
and  the       percent  rise  in  self-employment  from  1970  to  198^^^ 
—  is  a  response  both  to  new  opportunities,  and  dislocation.  The 
best  evidence  that  we  have  is  that  1/2  of  njsw  jobs  generated  over 
the  last  decade  and  a  half  have  come  from  independent  firms  under 

^      U.S.  Small  Business  Administration  The  State  of  Small 

(Washington,  D.C.:    U.S.  Government  Printing  Office, 
I9i>4,  1985,  1986). 
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5  years  of  age. 2    Moreover,  triggers  for  entrepreneurship  are 
nore  often  negative  than  positive  —  loss  of  a  Job,  loss  of  a 
spouse,  being  caught  in  a  dead-end  Job. 3    Hany  entrepreneurs 
are  entrepreneurs  of  necessity.  . 


What  distinguishes  "dislocated  communities"  from  others  is  not 
the  fact  that  firms  are  dying  or  plants  are  closing,  but  rather 
the  speed  and  scale  of  the  losses,  relative  to  the  e.*tisting 
enterprise  and  Job  base.    But  even  in  these  cooraunities  there  is 
evidence  of  renewal.    In  Europe: 


o    Since  its  formation  in  1975,  BSC  Industry,  a  wholly-owned 
subsidiary  of  British  Steel  Corporation  devoted  to  creating 
Jobs  in  steel  closure  areas,  has  helped  more  than  2,000 
firms  start  or  grow,  creating  30,000  new  Jobs  with  another 
20,000  projected.    Although  the  number  of  Jobs  replaced 
makes  up  for  only  a  portion  of  those  lost,  and  the  jobs  * 
created  will  many  times  not  go  to  the  foraer  British  Steel 
Corporation  employees,  still  BSI  has  set  up  a  visible 
process  for  renewal  in  communities  that  saw  their  major 
employer  shut  down.    In  cities  like  Corby,  this  process  has 
alrea'ly  succeeded  in  replacing  half  of  the  Jobs  lost  and 
quintupling  the  number  of  business  in  existence.'^ 


2  Birch,  Job  Generation  Process;  Catherine  Armington  and 
Marjorie  Odl«,  "Sources  or  cmployaent  Growth"  (Paper 
delivered  at  the  Second  Annual  Suall  Business  Research 
Conference,  Walthan,  MA,  11-12  March  ;1982),  pp. 5-6;  Michael 
B.  Tertz,  Small  Business  and  Employqent  Growth  in 
California  (Berkeley:    University  oV  Caiirornla,  Institute 
of  Urban  and  Regional  Development,  1981). 

3  Albert  Shapero,  "The  Social  Dimensions  of  Entrepreneurship," 
in  Encyclopedia  of  Entrepreneurship  by  Donald  L.  Sexton,  et 
al.  (Englewood  Clifi's,  MJ :    Prentice-Hall,  1982),  p. 82. 

^      William  Schweke  and  Rodney  Stares,  Sowing  the  Seeds  of 
Economic  Renewal  (Washington.  DC:    Corporation  for 
Enterprise  Development,  1986) . 
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o  In  Landeskrona,  Sweden,  65  percent  of  the  Jobs  lost  in  the 
shipbuilding  Industry  decline  have  been  replaced  by  start- 
ups of  new  firms, 5 

o    Though  much  of  the  loss  oC  employment  in  firms  has  ♦'tctJrred 
In  manufacturing.  In  north-central  Italy  there  Is  more  manu- 
facturing employment  today  than  there  was  15  years  ago,  but 
It  takes  a  very  new  form.    There,  half  a  million  firms  with 
average  employment  of  five  employees,  each,  managed  in  many 
cases  by  former  factory  hands,  employ  the  latest  computer  ' 
technology  and  join  together  in  flexible  networl^s  to  provide 
specialized  products.    Of  the  total  number  of  firms,  60 
percent  are  in  manufacturing,  and  firms  In  similar  lines  of 
work  tend  to  cluster  In  the  same  geographic  areas  so  that 
they  are  knowledgeable  about  what  complementary  firms  exist: 
Bologna  specializes  lu  machine  tools;  Carpa  in  knltware; 
Prato  In  metal  working, 6 

There  is  U.S,  evidence  of  the  possibilities  as  well: 

o    Entrepreneurial  renewal  has  had  Its  clearest  Impact  in  the 
six  northeastern  states  of  New  England,  where  the  unemploy- 
ment rate  has  declined  from  12  percent  in  197*^  to  ^  »5 
percent  In  1985.    New  England  lost  252,000  manufacturing 
Jobs  bet>/een  1968  and  1975,  but  replaced  most  of  them 
—  225,00  —  In  the  ensuing  five  years, 7 


HcHard  Hatch,  "Reviving  Local  Manufacturing  Italian  5tyle," 
City  Limits  (April,  1986),  pp, 16-19,  ^^<^^^<^n  ..tyie, 

'      James  M.  Howell  and  Linda  D,  Frankel,  "Economic  Revltallza- 
tlon  and  Job  Creation  in  America's  Oldest  Industrialized 
Reglon»«  (Unpublished  remarks  at  the  American  Enterprise 
Institute,  Washington,  DC,  2  December  1985),  p,1.    See  also 
^^g^jGappert,  ed,,  winter  cities  (Beverly  Hills,  CA:  Sage, 
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o    Researcher  Candee  Harris,  studying  job  loss  and  Job  replace- 
Dent,  found  that  during  the  last  recession: 

o     An  employee  was  less  likely  to  lose  a  job  if  he  or  she 
was  employed  in  a  firn  employing  under  100  employees 
than  one  employing  over  100. 

o     While  larger  fires  lost  net  eaployaent,  soaM  firms 
continued  to  gain;  that  i3,  small  firms  were  counter- 
cyclical in  their  job  creation  performance. 

o     The  small  business  contribution  to  job  generation  and 
job  stability  was  greatest  precisely  in  those  industrial 
sectors  and  those  regions  that  underwent  the  greatest 
decline. 8 

Indeed,  without  any  support,  7.7  percent  of  workers  displaced  in 
1979  who  had  become  reemployed  by  198'*  created  jobs  for  them- 
selves.   In  industries  like  finance  and  services,  construction, 
and  utilities  the  rate  exceeded  11  percent. 9 

Self-employment  is  most  often  seen  as  the  lowest  cut  on  the  size 
spectrum.    But  it  can  also  be  seen  as  the  first  step  ^n  the 
evolution  of  enterprise,  the  foundation  of  an  entrepreneurial 
culture  --  important  not  only  for  the  jobs  and  income  that 
directly  result,  but  also  for  the  effoct  on  neighbors  and  friends 
and  children  who  will  be  encouraged  to  start  businesses  as  a 
result . 


8  Candee  S.  Harris,  "Thi  Magnitude  of  Job  Loss  from  Plant 
Closings  and  the  Generation  of  Replacement  Jobs:    Some  Recent 
Evidence,"  The  Annals  of  the  American  Academy  of  Political 
and  Social  Science,  iJ75: 15-27  (September  198^1). 

9  Alternative  Uses  of  Unemployment  Compensation  (Washington, 
W:    U.S.  Department  of  Labor,  Marcn  17,  1936) ,  p . 57 . 
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We  know  that  a  prlaary  cause  for  entrepreneurshlp  la  having  a 
f^rent  rr  relative  who  started  a  business;  that  phenonenon  ought 
to  work  prospectively  as  well. 

There  Is,  of  course,  a  down-side  to  self-eaployaent  and  entrepre- 
neurshlp.   The  two  Bost  frequently  mentioned  are  failure  rates 
and  quality  of  Jobs. 

Indeed,  the  failure  rate  of  young  and  saall  businesses  Is  high, 
though  not  nearly  as  high  as  coaaonly  assuaed.    The  best  data  we* 
have  on  saall  business  failure  rates  coaes  froa  Dun  aAd  Brad- 
street  and  suggest  that  less  than  1/2  percent  of  all  businesses 
die  each  year  with  loss  to  creditors.    Of  the  50,000  or  60,000 
businesses  that  fa:  cd  each  of  the  last  several  years,  80  percent 
survived  their  first  two  years.    The  big  failure  rate  years  are 
years  three,  four,  and  five,  wh«n  roughly  15  percent  of  those 
that  fall,  fall,  so  that  of  those  that  fall,  60  percent  fall 
within  five  years.    Thereafter  the  failure  rate  drops  rapidly, 
but  by  the  end  of  10  years,  81  percent  of  all  businesses  have 
failed. 

A  auch  larger  number  of  businesses  close  without  loss  to  credi- 
tors; they  oay  entail  soae  personal  loss  or  they  nay  slaply 
reflect  the  desire  to  do  something  else,  or  even  to  start  a 
higher-value-added  business.    Our  data  on  auch  closures  are  even 
poorer,  but  the  best  estimates  are  that  7  to  8  percent  of  all 
businesses  close  each  year.    We  suspect  that  their  age  of 
distribution  la  alnllar  to  their  fallurea  dlatrlbutlon,  that  la, 
'that  aoat  will  aurvlve  their  flrat  two  yeara  and  that  the  big 
failure-rate  years  will  be  three,  four,  and  flve.^O 


^0    See  Klbre  Dawlt  and  Robert  Friedman,  "Mytha  of  Saall  Bualneaa 
Failure,"  Entrepreneurial  Economy.  1:1  (July  1982). 
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It  is  important  not  to  give  excessive  attention  to  the  failure 
and  closure  rates.    However,  as  David  Birch  has  pointed  out,  the 
difference  between  growing  and  declining  areas  of  this  country  is 
not  the  Job  loss  rates,  which  are  remarkably  constant  at  about  8 
percent  a  year,  but  rather  the  Job  creation  and  firm  formation 


Job  quality  in  young  and  small  business  is  often  low.    If  one 
compares  self-employment  wages  and  benefits  to  comparable  Jobs  in 
larger  firms,  then  it  looks  like  they  pay  about  70  percent  as 
much  as  their  larger  counterparts  and  orten  fewer  benefits. 12 
But  for  many  people,  self-employment  is  an  alternative  NOT  to 
employment  in  a  large  firm,  but  unemployment.    A  study  recently 
completed  by  the  Wisconsin  Department  of  Development  using  U.S. 
Census  data  found  that  one's  chances  of  making  more  than  $8,000 
was  virtually  the  same  through  self-employment  as  through  wage 
and  salary  employment  {77,9%  versus  80.4]().    As  the  dollar 
threshold  goes  up,  the  likelihood  of  exceeding  it  is  actually 
greater  through  self-employment  than  through  wage  and  salary 
employment .^3  Moreover,  different  benefit  and  support  struc- 
tures could  improve  the  performance. 

3.    Barriers  to  Self-Employment 

That  r  significant  number  of  dislocated  workers  choose  self- 
employment  is  testimony  to  desire  and  necessity,  not  ease. 
Significant  barriers  to  self-employment  confront  any  dislocated 
worker  choosing  this  option.    Four  types  of  barriers  seem 
particularly  significant: 


11  David  Birch,  Opcit. 

12  u*S*  Small  BusTnesIf  Administration,  Op  cit. 

13  Expanding  Self'-'Employment  Opportunities  in  the  Great  Lakes 
Region  (Madison »  KX;    Wisconsin  Department  of  Development, 


rates. H 


-  7  - 


'  1 


ERIC 


612 


Cultural  Support:    The  conventional  view  of  an  entrepreneur 
is  that  of  a  white  male  engineer  in  his  mid-thirties  starting 
a  high-tech  business  backed  by  venture  capital.  This  is  not 
an  accurate  description  of  the  600,000  to  1  million  Americans 
who  will  start  businesses  this  year,  nor  is  it  an  accurate 
description  of  all  the  people  who  could  start  businesses •  But 
it  is  a  powerful  disincentive . to  people  who  do  not  fit  the 
stereotypes,  and  to  those  who  must  lend  support  —  fi- 
nanciers, accountants,  lawyers,  trade  associations,    in  a 
community  where  son  has  followed  father  to  work  in  the  same 
plant  for  generations,  the  idea  that  he  might  work  for 
himself  is  one  that  needs  som:  nurturing. 

Financing;    this  country  relies  on  an  informal  system  of 
personal  savings  and  savings  of  friends,  family,  and  associ- 
ates to  provide  those  small  amounts  of  seed  money  with  which 
an  entrepreneur  translates  a  vague  idea  into  an  actual 
business.    While  this  is  a  financing  system  that  works 
remarkably  well  on  the  whole,  and  probably  dwarfs  ?  ;,e  venture 
capital  industry  in  size,  it  is  a  financing  system  that  does 
no^Hork  as  well  in  low-income  communities,  or  in  communities 
hard  hit  by  plant  closings.    Banks  are  also  often  unlikely  to 
meet  the  financing  needs  of  growing  businesses.    It  is 
significant  that  in  a  survey  of  itr.  membership,  the  National 
Federation  of  Independent  Business  found  that  by  and  large 
small  businesses  felt  their  credit  needs  were  being  met  quite 
well  by  the  banking  industry;  the  small  percentage  who  said 
their  needs  were  not  being  met  were,  however,  precisely  those 
businesses  that  were  growing  ^-  whose  capital  needs  this  year 
were  different  from  their  capital  needs  last  year. 
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3.    Entrepreneurial  Skills;    People  who  want  to  and  could  start 
businesses  are  often  unable  to  do  so  successfully  because 
they  lack  the  skills  necessary  to  start  a  business  —  and 
access  to  the  training  that  might  provide  them  with  those 
skills. 

Policy  Barriers:    The  unemployment  compensation  system  itself 
sets  up  barriers  to  self-employment.    In  fact,  in  most  U.S. 
Jurisdictions  the  only  thing  an  unemployed  person  can  do 
safely  without  jeopardizing  his  or  her  receipt  of  unemploy- 
ment compensation  is  to  search  for  a  comparable  Job  — • 
however  unlikely  its  emergence.    The  dislocated  worker  who 
tries  to  start  a  business  becomes  ineligible  for  benefits 
since  he  or  she  is  no  longer  ready,  available  and  searching 
for  work. 

.    Precedents  and  Program  Models 

Until  recently,  European  countries,  like  the  U.S.,  penalized 
unemployed  workers  for  pursuing  self-employment.    But  in  the  last 
eight  years  nine  European  countries  (Britain,  France,  Belgium, 
Ireland,  Spain,  The  Netherlands,  Denmark,  Sweden),  Australia,  and 
Canada  have  moved  to  remove  such  disincentives  and  otherwise 
encourage  and  enable  'self-employment.    Great  Britain  and  France 
have  the  most  extensive  programs. 

France's  "Chomeurs  Createurs  d' Enterprises" 

The  first  and  most  extensive  use  of  transfer  payments  as  a  form 
of  self-employment  capital  is  France's  "Choraeurs  Createurs 
d' Enterprises"  (unemployed  entrepreneurs)  program,  introduced  on 
an  experimental  basis  in  1979  and  made  national  policy  one  year 
later.    Today  French  citizens  entitled  to  unemployment  compensa- 
tion or  welfare  can  collect  up  to  43,000  FF  (around  $6,500)  in  a 
lump  Sim  to  start  a  business »    This  can  increase  to  as  much  as 

-  9  - 


614 


50,000  FF  if  the  entrepreneur  creates  an  additional  Job  within 
six  months.  Program  participants  also  receive  social  welfare 
coverage  (health,  maternity,  accident,  disability,  life  in- 
surance) while  in  the  program.    Since  its  initiation,  approxi- 
mately 175,000  French  citizens  have  opted  for  the  scheme. 

Enterprises  begun  under  the  program  span  the  range  from  high 
technology  manufacturing  to  Janitorial  services.    Evaluations  of 
2i|,606  businesses  started  during  198I  and  1982  found  that: 
between  60  and  80  percent  of  the  businesses  survived  at  least  on< 
year  and  that  of  those  entrepreneurs  whose  businesses*  closed, 
more  than  half  had  either  found  a  new  Job  or  started  a  second 
business.    The  average  lump  sum  benefit  was  equivalent  to  $2,il67 
(1982/1983)  with  which  30  percent  of  the  beneficiaries  were  able 
to  leverage  additional  bank  loans.    On  average,  the  participants 
created  two  Jobs  each  (their  own  plus  one).    Twenty  percent  had 
no  post-secondary  school  diploma  and  Jfcheir  average  previous 
duration  of  unemployment  was  7  months.    50.7  percent  of  recipi- 
ents said  they  would  not  have  started  their  business  but  for  the 
program;  an  additional  25.8  percent  doubted  whether  they  would 
have  otherwise.    Remarkably,  over  a  third  of  all  businesses 
formed  in  France  last  year  were  financed  in  part  under  the 
scheme . 

Britain's  Enterprise  Allowance  Scheme 

Great  Britain's  Enterprise  Allowance  Scheme  (EAS)  takes  a 
different  tack  ^y  supplying  people  with  weekly  benefits  equiva- 
lent to  average  UI  benefits  while  they  attempt  their  business 
start-up.  Since  1982,  almost  200,000  people  have  started  up 
enterprises  through  EAS  and  the  scheme  has  subsequently  been 
copied  by  Ireland,  the  Netherlands,  and  Sweden. 
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The  U.K.* 9  prograa  was  premised  on  the  belief  that  some  un- 
employed people  would  start  their  own  businesses  if  they  weren't 
threatened  with  the  loss  of  their  Jobless  benefits.    The  govern- 
ment also  believed  that  by  virtue  of  the  scheme,  some  underground 
business  activity  would  come  above  ground,  pay  taxes  ^dSxpand . 
The  EAS|  operated  by  the  central  government's  Manpower  Services 
Commission  (MSG),  pays  "unemployed  entrepreneurs"  a  uniform  40 
Pounds  ($60)  a  week  for  up  to  a  year  to  supplement  the  receipts 
of  their  enterprises  until  they  can  establish  themselves.  Other 
programs  also  provide  access  to  a  wide  range  of  free  business 
training  and  counseling  services.  , 

To  be  eligible,  the  entrepreneur  must  meet  all  the  following 
conditions:    be  receiving  unemployment  or  supplementary  (the 
British  equivalent  of  welfare)  benefits,  have  been  unemployed  for 
at  least  18  weeks  (13  weeks  until  April  1986)  before  applying, 
have  at  least  1000  Pounds  ($1,500)  available  to  be  drawn  upon»  be 
between  18  and  normal  retirement  age,  and  have  a  legal  business 
in  aind . 

Interested  applicants  first  attend  a  "scaring-off"  session, 
originally  only  two  hours  but  now  a  full  day,  where  they  meet 
with  Job  counselors,  tax  experts,  accountants  and  lawyers,  and 
are  informed  of  the  risks  and  difficulties  involved  in  starting  a 
business  and,  recently,  of  sources  of  assistance.    Those  who  want 
to  go  on  fill  out  a  simple  form  with  very  little  red  tape. 

The  scheme  began  in  five  pilot  areas  in  early  1982.    One  year 
later,  more  than  2,000  people  were  participating,  and  the 
government  agreed  to  extend  it  nationwide,  with  a  ceiling  of 
25,000  entrepreneurs  through  March  1984.    By  Hoveraber  1983,  with 
entrants  Joining  the  EAS  at  a  rate  of  800  a  week,  the  annual 
target  for  1983/64  had  already  been  exceeded  and  was  raised  to 
35,000.     In  April  1984,  the  target  was  raised  yet  again  to  more 
than  50,000  places  a  year.    Demand  remained  unsatisfied  and  in 
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November  198*1,  a  target  of  65.000  was  announced.    Again  to  meet 
demand,  the  1986/87  target  was  set  at  86,000  new  entrants  and  the 
1987/88  target  at  100,000.    Overall,  about  two  percent  of 
Britain's  eligible  unemployed  have  chosen  the  self-employment 
option. 

Although  it  is  too  early  to  obtain  definitive  figures  on  the 
national  scheme,  recent  studies  show  that  of  the  firms  begun 
during  the  EAS  pilot  phase,  52  percent  were  still  trading  3  years 
after  start-up.  Surveys  of  the  nationwide  program  also  suggest 
that  each  surviving  enterprise  has  created  an  average, of  i,5 
Jobs. 

Overall,  about  ^0  percent  of  the  EAS  participants  say  they  would 
not  have  started  an  enterprise  without  the  scheme;  another  30 
percent  say  they  would  not  have  started  one  as  soon;  70  percent 
said  they  would  probably  have  failed  without  the  EAS  assistance. 
Twenty-eight  percent  of  EAS  participants  take  a  cut  in  income  to 
enter  the  scheme.    During  the  first  9  months,  income  levels  of 
participants  are  substantially  below  the  national  average,  but 
exceed  it  after  18  months. 

The  HSC  estimates  the  net  cost  per  net  new  job  created  through 
the  scheme  (discounting  for  business  closures,  businesses  that 
would  have  been  started  anyway  and  displacement  of  existing 
businesses)  is  2,690  Pounds  ($i|,000)  during  the  first  year. 
Additional  tax  revenues  and  cost  savings  in  the  second  year 
reduce  the  net  cost  to  665  Pounds  ($995);  by  the  end  of  the  third 
year,  MSC  estimates  the  Exchequer  actually  makes  money  through 
the  scheme . 
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U.S.  Experience 

During  the  last  several  years,  there  has  been  growing  local  and 
state  experimontation  in  the  U.S*  with  promoting  self-employment 
and  entrepreneurship  among  dislocated  workers. 

Several  states  and  Private  XnO  istry  Councils  have  used  JTPA  money 
to  fund  entrepreneurial  training  programs.    Ohio,  for  example, 
has  used  $550,000  in  JTPA  Title  III  funds  to  train  21?  dislocated 
workers  to  start  businesses.    State  vocational  education  systems, 
community  colleges  and  universities  have  also  provided  such 
\  training. 

Some  states,  localities,  and  private  agencies  have  established 
seed  capital  and  revolving  loan  funds.    But  the  experience  to 
date  in  this  country  has  been  piecemeal  and  inconsistent. 

5.    The  Provisions  of  S538 

The  Self- Employment  Opportunity  Demonstration  Program  of  the 
Economic  Dislocation  and  Worker  Adjustment  Assistance  Act  would 
develo  the  self-employment  option  in  the  U.S.  in     way  that  is 
thoughtful,  judicious, and  serious.    It  would  remcve,  on  a 
demonstration  basis,  the  barriers  and  disincentives  to  self- 
employment  that  currently  exist  within  the  UI  system.    It  would 
encourage  the  development  of  comprehensive  but  different  self- 
employment  support  systems  in  different  economic,  social  and 
geographic  contexts.    And  it  would  provide  for  the  careful 
evaluation  of  the  relative  merits  of  different  approaches  in  a 
way  that  can  guide  the  appropriate  development  and  expansion  of 
,  the  self-employment  option. 

It  is  wholly  appropriate  that  the  Self-Employment  option  be 
pursued  on  a  demonstration  basis,  given  the  novelty  of  the  effort 
and  lack  of  U.S.  experience  to  guide  the  structure  of  a  national 
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program.    But  as  consideration  of  the  specific  authorizing 
language  proceeds,  it  is  important  to  insure  that  the  legislation 
which  so  appropriately  opens  up  the  self-employment  option  to 
dislocated  workers  does  not  unnecessarily  restrict  its  broader 
use.    For  example,  the  current  language  would  seem  to  block 
states  other  than  the  5  to  10  chosen  for  the  demonstration  to  use 
the  self-employment  option  until  the  demonstration  is  complete  (3 
years),  no  matter  how  promising  the  early  results.    Similarly,  it 
seems  to  restrict  participation  to  UI  recipients  rather  than  the 
broader  class  of  "dislocated  workers"  defined  in  Title  I.    The  • 
challenge  of  economic  dislocation  is  huge;  we  will  need  all  the 
useful  tools  at  our  disposal  to  confront  it,  self-employnent 
among  them.    Thank  you  for  your  leadership  to  this  end. 
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The  Food  Marketifii'  Inatitute  (FMI),  on  behalf  of  America*!  reuil 
grocers  and  grocary  vhoIeiiIeri»  appreciates  the  opportunity  to  present  its 
Ti«w3  on  the  Economic  Dislocation  and  Worker  Adjustaent  Assistance  Act  of 
S.  538. 

m  is  a  nonprofit  aasocistion  conducting  prograns  in  resesrch» 
education  and  public  affairs  on  behalf  of  its  I»500  aeabers  —  food  retailers 
and  vholesslers  and  their  customers  in  the  United  Ststes  and  overseas*  mi*s 
domestic  aeaber  co«panici  operate  Bore  than  I7»000  retail  fooC  stores  with  s 
coeibined  snnual  ssles  voluae  of  ll5C  billion  —  half  of  all  grocery  sales  in 
the  United  States*    More  than  three-fourths  of  the  FHI*s  Mubership  is 
composed  of  independent  supermarket  operators  or  smII  regional  firas*  Its 
international  aeabership  inc Ixodes  sore  than  150  »enbers  frofli  ^0  nations* 

EnactMent  of  this  legislstion  in  its  current  fom  vould  be  a  d&ssster 

for  our  industry  and  our  espXcyees.    The  econoaic  circuastances  that  prcept 
this  legislation  sisply  do  not  cppKt  to  the  food  distribution  industrr* 
Because  of  the  dynamics  of  our  industtryt  the  mandatory  advance  notice  end 
consultation  called  for  in  the  bill  vo^ld  be  unworkable  and  counterproductive* 

The  recent  hearings  and  the  entire  ^^bate  about  plant  closing 
legible t ion  have  focused  on  the  aanufscturi  ^  sector  of  our  country's 
economy*    Indeed >  the  term  **pl4nt  closing'*  itself  conjures  up  sn  ittt$e  of  a 
huge  steel  alll  or  manufncturing  plenty  yet  the  legislation  definet;  employer 
as  **any  business  enterprlve******   It  la  nc>t  realisllc  ts  include  retailln5« 
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••p«cUllT  food  dictrlbutorc*  in  the  c«a»e  context  *c  Urse-ccAle 
Mnufftcturinf •    Tha  aconoaicf  and  dynAaici  of  ratal ling  and  atnufac taring  are 
rtrj  diffarent*    Tat  S*  538  doei  not  recognise  difference!  aaong  induatriei • 
The  Secratary  of  Labor'f  Ta«k  Force  on  Economic  Adjustment  and  Worker 
Dislocation  focused  on  manufacturing  when  it  considered  mandatory  notice* 
Froponents  of  the  bill  focus  on  manufacturing  when  they  argue  about  the  need 
for  mandatory  notice*    But  the  shotgun  of  mandatory  notice  in  this  legislation 
is  going  to  hit  one  nf  our  most  dynamic  and  innovative  industries  —  food 
distribution* 

FMI  and  it  members  agree  that  as  much  notice  as  possible  for  all 
concerned  is  a  desirable  goal  whenever  a  plant  or  store  is  closed*    But  a 
fixed  notice  period  covering  all  circumstances  simply  makes  no  sense*  Indeed, 
many  of  the  states  that  have  considered  this  issue  have  reached  this 
conclusion*    Massachusetts'  plant  closing  law  calla  for  voluntary  notice  and 
recently  the  New  York  Compact  adopted  this  same  voluntary  approach* 

The  rationale  for  plant,  or  store,  closing  legislation  does  not  apply 
to  the  food  distribution  industry*    First,  we  are  s  Job  producing  industry* 
Ve  are  not  a  declining  industry  —  a  m«Jor  theme  in  the  plant  closing  debate* 
According  to  the  Bureau  of  Labor  Statistics  (BLS),  in  1973  there  were  2*416 
million  people  working  in  food  stores  and  grocery  wholesaling*    In  1985  there 
vere  3«513  sllliu*.    Comparing  all  industries,  the  BLS  reports  food  stores 
were  in  the  highest  job-growth  category  in  America  during  this  period*  Jobs 
are  being  created  at  a  faster  pace  in  our  industry  than  Just  about  any  other 
segment  of  the  economy* 
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As  pArt  of  our  ttttlaony  vt  would  like  to  submit  an  articlt  bj  Sttvtn 
t*  BauftOt  AO  tcoDoalft  vith  tbt  Burtau  of  Labor  Statiitici  i  tbat  appeared  in 
the  Aucuit  1986*  Monthly  Labor  Reviev^    **The  E»ploy»ent  Expansion  in  Retail 
Trade,  1973-65**  graphically  illustrates  a  sefnent  of  the  AMricax^  economy 
vbose  srovth  and  vbolc  character  stand  in  vivid  contrast  to  the  inttus tries 
that  are  the  premise  of  the  proposed  legislation* 

Secondi  the  grocery  industry  in  Aaerica  is  aarked  by  ongoing 
innovation  and  change  in  the  sise  and  foraat  of  stores*    This  is  a  process 
that  vould  be  stifled  by  Mandatory  store  closing  notice  require»enta*  *'Store 
closings**  reflect  the  fact  that  new  stores  are  constantly  being  built*  Super 
atores  today  are  over  60|000  square  feet  and  esploy  aore  people  because  of 
customer  demand  for  labor-intensive  services  like  bakeries  and  delis*  Often 
atores  are  aisply  sold  to  other  operators  who  remodel  and  reopen  theo*  In 
this  process »  Jobs  do  not  leave  a  community*    While  small  grocery  stores  have 
declined  in  number  from  98,520  in  1981  to  45,A00  in  1985,  the  number  of 
supermarkets  have  increased  from  28 •680  to  30 •505,  and  the  number  of 
convenience  stores  froci  37»800  to  78»095*    The  total  number  of  food  atores  of 
all  kinds  went  down  from  167,000  to  154,000  fro«  1980  to  19^5*    In    this  same 
time  period,  food  store  and  grocery  wtiolesaling  employment  rose  fron  3*039 
million  to  3*513  million* 

In  1985,  3*1  percent  of  all  supermarkets  were  nevly  opened,  4*2 
percent  were  closed,  2*3  percent  were  acquired,  and  9*9  percent  received  m^jor 
remodelling*    The  average  age  of  a  supermarket  building  in  1985  was  only  6.7 
years*    This  startling  figure  vividly  demons tratee  the  vitality  of  our 
industry*  **Store  closing**  legislation  would  inhibit  this  vitality. 


623 


-4- 


Thirdi  uallke  a  aiddle<-«xed»  highly  tkllUd  tuto  vorker»  vho  it  the 
typical  vork«r  cited  in  the  plant  doting  dcbttei  tupemrket  esployeet  tend 
to  b«  younf.    Tb«  BLS  reportt  that  in  1985 i  AO  percent  of  all  workert  in 
ratail  trade  vert  under  25  and  that  thit  it  tvice  the  percenttge  of  the 
country*t  overtll  vorkforce.    In  addition*  the  grocery  induttry  it  marked  by 
high  employee  turnover  —  tround  SO  percent  in  aoat  catet. 

Further*  in  1985  the  average  auperaarket  had  aore  part-time  eaployeet 
than  full-tiaert.    Fcod  retailing  it  a  ZA-hour-a-^y^  teven-day-a-veek 
buaineat.    Aa  a  reaulti  a  high  proportion  of  employeea  are  part-tinera. 
Schedulea  can  be  flexible*  vhlch  ia  convenient  for  many  %rofflen  with  faniliea 
and  for  young  people  in  school.    The  grocery  atorci  and  other  retail  atorea 
too»  reprcaent  a  aignificant  number  of  entry-level  opportunitiea  for  young 
people  to  enter  the  Job  market.    The  atory  of  a  high  achool  or  college  atudent 
vorking  part  time  behind  a  caah  regiater  or  atocking  ahelvea  ia  aa  American  aa 
apple  pie.    Today i  the  demand  for  theae  young  eoployeea  ia  greater  than  ever. 
In  fact I  becauae  ve  are  a  grovth  induttry i  auperaarket  operatora  are  having 
trouble  attracting  and  retaining  employeea.    At  a  recent  meeting  of  THl 
membera  in  Cleveland,  the  aecondHDott  important  ittue  to  them  vat  the  thortage 
of  entry-level  eaployeet.   Another  major  concern  vat  employee  retention.  The 
ftct  it  that  a  aupermarket  employee  vho  loaea  her  Job  becauae  the  atore  ia 
cloaed  ia  in  moat  caaea  readily  employable.    She  has  a  akill  that  ia  in  great 
demand.    She  ia  in  no  vay  like  the  ateel  mill  vorker  vho  needa  complete 
retraining. 

Fourthi  the  econoaica  of  retailing  are  totally  different  from  other 
induatrisa.   A  grocery  atore  ia  viable  aa  long  aa  there  ia  a  cuatomer  baae  in 
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thtt  coMunitj*    It  jtpendi  on  tb«  coaMunitj*    It  i>  not  as  dcp«ndtot  on 
factors  ImroXYinf  international  co«|>«titiTan«ci,  distant  aarkctt,  lonc-tcr« 
contracts,  nor  tba  Yatua  of  th«  dollar*    On  a  daj-to-^  baais,  a  grocery 
stora  ovnar  la  daptndtnt  on  attracting  paopla  to  coae  through  his  doors  versus 
*  co^titor*s  around  tha  comer* 

Iba  grocery  Industry  is  based  on  high  vol use  And  lov  profit  aargin* 
^e  average  product  turns  ovar  19*97  tlaes  a  year*    Breadi  ailk  and  other 
perishables  turn  over  such  faster*    Ibe  operating  profit  after  taxes  as  a 
percent  of  total  sales  for  the  industry  in  1985  and  1986  vae  1*19  percent  — 
about  a  penny  on  the  dollar*   At  thitf  pace«  business  viability  can  change 
quickly;  a  atore  ovner  can  start  losing  Dor.ey  fast*    It  is  not  like  a 
aanufacturer  vith  inventory,  long  tera  contracts  end  future  delivery  dates*  ^ 

Consider  vhat  happens  when  a  hypothetical  grocer,  losing  $10,000  a 
weeks  announces  the  store  is  closing* 

o  Ihe  esployees  will  find  other  jobs,  the  best  ones  leaving  first  — 
perhaps  for  the  nearby  competitor  who  put  the  grocer  in  the  jan; 

0  Second,  credit  vill  dry  up*    Grocers  cannot  operate  solely  on  cash, 
the  constant  product  turnover  requires  constant  credit  to  keep 
product  on  the  shelf; 

0  Ihird,  pilferege  will  increase  —  unpald-for  groceries  will  go  out 
the  front  and  the  back  doors  at  an  increasing  pace; 
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0  And  Utt  but  not  iMst,  the  custoaert  vill  disappear*    Once  the  vord 
it  out  ciutOMri  htad  acrosi  the  itreet  to  the  coapetitort  snd  this 
proctii  accelerates  as  stocks  asul  oervlce  decline.   Tte  grocer 
loaiat  llOfOOO  a  week  vill  spend  the  next  several  aontha  losing  even 
■ore  Boney,  perhaps  even  forcing  personal  bankruptcy. 

The  operating  prcaise  of  all  supermarkets  today  is  high  volume  •  and 
they  can  only  operate  one  vay  —  100  percent.    Either  s  store  is  open  for 
«    business  or  it  is  closed.    It  cannot  phase  out*  slow  down  gradually.  A 

closing  grocery  store  docs  not  have  a  "going  out  of  business  sale***  ''milk  1/2 
price.**   A  grocesry  store  is  like  a  helicopter  —  as  long  as  it  is  flying  it  is 
fine«  but  it  cannot  glide,    if  the  engine  stops*  it  drops  like  a  rock.  This 
is  why  advance  notice  cannot  be  mandated. 

But,  backing  up  for  a  cement  *  if  a  store  Is  in  trouble,  the  owner  can 
take  corrective  steps,  and  closing  is  the  last  and  least  likely  av^nue.  More 
often  than  not  bis  troubles  are  due  to  competition  from  another  (grocer.  The 
grocer  has  built  his  business  ss  a  part  of  the  community,  And  he  knows  his 
customers.    His  first  move  is  to  take  any  number  of  uteps  to  get  then  back. 
He  vill  consider  strategies  involving  pricing,  services,  layout,  product  mix, 
hours,  store  appearance,  store  expansion,  and  advertising,  among  others. 

'It  these  steps  fail,  more  often  than  not  the  owner  will  sell  the 
store.    VtiB  is  again  in  marked  contrast  to  what  happens  in  other  industries 
faced  with  impending  fsilure.   One  of  the  reasons  given  for  the  need  for 
advance  notice  and  consultation  is  to  get  local  government  involved  in  finding 
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a  bujer  or  n««  user  for  the  plant  building*    Tbii  is  not  necessary  in  the 
grocery  iL.dustry*    A  grocery  store  building,  retsil  space,  is  a  very 
■arkctable  itea*    The  ovner  has  every  incentive  to  sell  it  while  it  is  still 
open,  to  show  custoaer  traffic,  that  it  is  a  viable  business*  The  value  goes 
dovn  if  the  property  is  dosed*    Selling  a  closed  retail  facility  is  like 
trying  to  sell  &  car  vith  no  battery  and  four  flat  tires*    And  regarding 
notice,  once  a  deal  is  agreed  to*  both  parties  vant  to  aake  the  transition  as 
quickly  as  possible* 

Finally,  we  would  like  to  cocoment  briefly  on  the  consultation 
provisions  in  S*  538*    As  aany  others  have  noted,  these  provisions  are 
obviously  aiaed  at  preventing  plant,  or  store,  closings*    Grocers  and  other 
eaployers  can  easily  be  hanstrung  by  labor  for  not  consulting  "in  good  faith" 
over  "alternatives"  to  the  closure*    The  requireaent  that  local  govemaent  be 
consulted,  in  particular,  would  prevent  aost  store  closings*    What  local 
politician  would  allow  a  .neighborhood  grocery  store  to  close? 

Plant  closing  legislation  ig  supposedly  meant  to  help  America  be  nore 
coapetitive  in  the  world  econoay*    The  worker  adjustment  assistance  titles  cf 
8*  538  can  be  laportant  and  helpful   toward  that  end*    But  as  far  as  the 
grocery  business  is  concerned,  American's  food  distribution  industry  is  the 
world's  leader  in  productivity,  innovation,  coi^tition,  and  efficiency* 
America  may  have  lost  the  edge  in  automobiles,  steel,  and  other  industries, 
but  not  in  food*  American's  devote  a  smaller  portion  of  their  disposable 
incos«  to  food  than  people  in  any  other- developed  cotmtry*    In  1984,  an 
average  of  10*8  percent  of  American  consumers'  disposable  income  went  for  food 
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and  bevtraget  cotisuMd  at  hom»    This  figxire  ha<  been  tteadily  declining  over 
the  years;  it  vu  20.2  percent  in  1930.    Ihii  shows  hov  coapetitive  the 
industry  is  ~  the  kind  of  productivity  and  co«q>etitiveneii  ve  wish  our 
declining  industries  could  auster.    We  have  constantly  been  aodemising, 
■oving*  closing,  opening  asd  innovating.    The  flexibility  of  grocery  store 
operators  to  be  able  to  do  so  —  to  be  willing  to  take  a  risk  on  a  new  store 
and  formt,  or  on  remodelling  au  old  location  —  would  be  eliminated  by  this 
store  closing  legislation. 

For  all  the  reasons  above*  the  Food  Karketing  Institute  urges  the 
Cowdttee  to  delete  Mandatory  advance  notice  and  consultation  from  the 
Economic  Dislocation  and  Vorker  Adjustment  Assistance  Act  of  1987.    Thank  you 
for  the  opportunity  to  submit  our  riews. 
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The  employment  expansion 
in  retail  trade,  1973-85 

Strong  tmployment  gains  in  the  industry 
can  be  attributed  mostly  to  exceptional  growth 
in  eating  and  drinking  places  and  food  stores; 
part-time  positions  accounted  for 
much  of^  overall  growth 


SnvzNEHAUom 

One  of  tbe  larf  est  and  fastest  powtng  industries  i&  tbe 
United'  Stiiei*  ia  tenns  of  einployineat.  b  lettil  trade. 
Nearly  17.4  niUiOQ  penoos  were  enjoyed  io  this  field  in 
1985*  or  more  dian  1  of  every  6noDisricultm«l  wageand 
salary  workers.  From  1973  to  19S5.  retail  trade  etnpl^rment 
exptikded  by  5  mUlion*  accouotiof  for  a  fooitb  of  die  total 
nooagricul&iral  empfoyment  iocrtase  over  the  period.  Only 
services  and  Daootactoring  esq)Ioyed  a  latter  mmber  of 
workers,  and  only  serms;  nnaoce.  insurance,  and  real 
estate;  tr  j  misiol  exhibited  a  bi|ber  rale  of  employmert 
frowtb  over  the  l^year  period.  Although  growth  in  retail 
trade  empioyineot  was  pervasive,  a  closer  laipcction  reveals 
that  most  of  the  increase  can  be  attributed  to  very  sharp 
expansioo  in  two  key  industries  widiia  the  retail  trade  divi- 
sioD— eadflg  and  drinking  places,  and  food  stores. 


Smta  E.  Kisgoi  b  m  •coaonta  h  Ac  Drriika  o(  Eaiplojvicat  wA 


This  article  discusses  emj^oyment  trends  in  retiul  trade  as 
well  as  in  key  industry  groups  since  1973.  In  addilioa.  it 
expknt  the  dianpng  demographic,  occupational,  and  eam- 
inp  characteristics  of  retail  tnde  workers,  as  well  as  the 
tncklenoe  of  self-eoiployment  in  the  industry.  Dau  for  the 
years  1973  and  1985  were  chosen  for  comparison,  because 
they  are  indicative  of  periods  characterized  by  relatively 
robust  ecooomic  activity  and.  more  iniportaoJy.  because 
they  each  lepreseat  the  diitfd  year  of  recovery  foUowing  a 
rectssioQ.' 

Dau  for  this  study  were  derived  from  both  the  Current 
?^;iployment  Statistics  survey  and  the  Current  PopuUuon 
Surrey.'  Ihe  Current  Employnxnt  Statistics  survey  is  a 
monthly  sample  of  the  payroll  records  from  250.000  busi- 
ness establtshments  nationwide  and  b  widely  regarded  as 
the  most  detailed  and  statistically  reliable  source  of  informs' 
ttoQ  00  industry  employment,  hours,  and  earnings.  Data 
from  thb  survey  arc  used  in  the  analysts  of  employment  and 
earnings  trends  among  wage  and  salary  workers  is  retail 
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tnde  indatties  ovtr  time.  However,  because  the  ptyroD 

iucfej  docs  sot  provide  infocroatioo  oo  the  dnnofnptuc  Of 

<)rn^pirioaricW>gcri>tksof 

and  iMpatd  fiMnUy  wocfcen  m  fht  ndnsoy.  dau  oa  thcie 

ssbjem  ime  defh«d  from  ibe 

a  moMbly  tanpie  imy  0(59^  hottMliokb 

omy  tf  obvkNu:  10  setve  M  "IniddkiMa*  between  th^ 
Mpply  foods  Md  dmc  wbo  pmkm  Ae  foods  for  foal 
«wwiBJ|sdo«.  More  fociiiiny,  Ae  itttO  trvde  'divisioo,  m 
defiMdiadie  XmStcitdar^tmdtatHttOax^ficalUMldaih 
ml,  incbdes  ^  .  .ritaWirfimfii  o^afed  ta  selliiy  mer- 
cliaadiae  for  pcnooal  or  boiKHiold  coMvnptK^ 
deriMg  aenrioes  iiicidental  10  Oe  sale  of  the  foods.*' ITi^ 
finns  are  classified  into  dght  major  conpooeot  industries, 
includinf  foMral  roentediie  siores.  food  stores. 
tive  dealeis  and  tasoline  aenwe  acatioQs.  appaie]  and  acccs- 
9ocy  stoies.  and  eatiaf  and  driokiaf  places.^  AHofed»er. 
theft  were  about  2  million  retail  cstabUslMnenu  in  19C2.^ 
CJeariy.  retail  industries  are  fee  nwjorcoiiduiu  for  tbe<fistri-  . 
bntion  of  foods  froai  producer  lo  cooMmer.  As  such,  ibey 
sliouU  be  dtsiii^uisbed  from  ibetr  wholesale  trade  counter- 
parts, wbicb  employ  roughly  ooe^  as  many  wodcrs 
bttically  in  the  sale  of  foods  to  ^'len  or  to  iodustRai  or 
cocnmercial  users. 

Reuil  trade,  by  utttc.  is  hifhly  labor  Intensive,  and  by 
and  Urge  it  is  the  ntaU  wortcr  wbo  usuaily  pUyt  the  pveem- 
inen:  role  in  the  tzaosactioo  between  buyer  and  seller.  Al- 
though  thete  have  been  recent  developrnenu  in  the  way 
retulen  conduct  business  that  are  ksseninf  the  dependence 
upon  woftei  for  certain  taslu,  aoch  as  the  extensive  use  of 
computerized  fasoltae  pumps  10  serve  castomen,  thete  are 
many  services  provided  by  Ae  iMbistiy  for  which  it  has  been 
exceedingly  difficult  to  substitute  capital  for  tabor.  Whedier 
though  providing  infonnation  and  *Tirftmcf  to  the  cus- 
tomer in  Ae  selection  of  the  prodoa.  ringing  up  the  sale,  or 
in  ddivcriog  Ae  proAict.  theretail  woriLcr  is  an  mtrinsicaod 
toemiflgly  iireplaccaMe  **factor  of  production'*  in  the  tndus- 
tiy.  Tberefoft,  just  as  consumer  demMd  for  all  kinds  of 
merchandise  baa  inaeased  over  time,  retail  employment  has 
expanded  K>  handle  Ae  larger  Ddmber  of  tncsactioos  be- 
tween producer  and  consumer. 

OmaB  growth 

Employment  in  retail  tnde  cxpMded  by  5.0  million  be- 
twect>  1973  and  1985,  an  increase  of  about  41  percent.  By 
couipaiisoo,  employment  in  all  nootgricuhvral  industries 
incrcaied  by  about  27  percent.  ReUiively  stronger  etnploy- 
fa  trade  over  the  perfod  reflects  not  only 
nweases  during  business  expansions  that  were  either  pro- 
portionately equal  to  or  greater  than  those  for  aP  industries, 
but  also  more  resilience  to  employment  declmei  daring  each 
of  the  Aree  recessions  that  occurred  during  die  12->ear 


period  under  study.  Tbcfollowinftabolatioo  shows  a  

ally  adjusted  percent  changes  in  employment  during  ae- 
lected  bcisiaess  cyde  expansions  and  ojotr^rtions.  (As  of 
Mardi  1 986.  the  economy  was  in  die  4^  monA  of  business 
recovery  siaoe  die  recession  trough  in  Noveinbcr  1982.) 


Biukieacycia 


Att 


M«ch  1975-taMiafy  1980    18.8  20  6 

My  198a-My  1981   2.0  19 

Nowiiiber  l982<^bUfch  1916   12.2  17^ 

GoMractiOM; 

^:oveater  1973-Marcfa  1975    -IJ  6 

Ummy  im-kdj  I9t0   -1.2  -1.0 

«Sly  198l-t4ove»btt  1982   -3X)  -0.4 

it  may  seem  aomewbat  surprising  that  employment  in 
letall  trade  was  not  only  far  leu  affected  by  cyclical  down- 
turns diao  that  in  all  nooagriaUtural  iodostries.  but  also  diat 
it  barely  declined  at  all  in  Ae  two  longer  recessioes  of  Ae 
1973-S5  period.  Logically,  when  conaimer  demand  wanes, 
cmploymeai  in  retiBl  ttade  would  be  expected  to  decline  as 
fewer  worfccn  are  needed  to  handle  Ae  smaller  volume  of 
sales.  Indeet;.  although  ovcnil  employment  in  Ae  retail 
division  rrmained  relatively  unchanged  during  Ae  three 
oontractions,  a  doaer  look  reveals  that  there  were  subsian* 
tial  AfTerences  to  Ae  response  to  cyclical  and  other  develop- 
menu  by  individttal  retail  industries. 

Employ»eirt  fnmlli  by  todostry 

For  the  purposes  of  dus  aoalysb.  Ae  eight  major  mdustiy 
groups  within  die  retul  trade  division  can  be  broken  down 
into  three  groups:  1)  -slow-  growA  industries—those 
which  grew  only  slighdy  during  expansions  and  experienced 
deep  employment  declines  as  a  result  of  recessions,  result- 
ing  in  little  growA  over  Ae  1973-85  period.  2)*'med- 
tum- growA  indostries-thoae  which  exhibited  marked  etn- 
ployment  growA  over  Ae  period,  growing  during  recoveries 
and  suffering  only  raoderais  declines  during  recessions,  and 
3)  yppg"  growA  industries— Aose  which  grew  very 
tbarply  during  expansions  and  mntintwd  to  grow  during 
cofttracricos,  tberdiy  establiihiag  a  pacera  of  extraocx^inary 
employment  growA  over  die  entire  period.  (See  table  1.) 

Sto)¥  growth  btdtatHer.  The  general  merchandise  stores 
and  automotive  dealers  and  gasoline  service  stations  indus- 
try groups  exhibited  die  slowest  rate  of  growA  among  die 
retail  industries  over  die  period,  each  expanding  by  less  Aan 
7  percent  over  Ae  entire  1 2  years.  Ibe  general  merchandise 
stores  industry.  AeAird  largest  retui  employer  in  1985.  is 
basically  comprised  of  dqiartroent  stores  and  similar  estab- 
lishments which  sell  t  wide  variety  of  producu.  Tbe  tndas- 
try  had  been  Ae  second  largest  in  1973  when  it  employed 
some  2.2  million  woricers.  However,  relatively  weak  em- 
ployment growA  since  that  time,  in  part  relkctiag  sharp  and 
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pioCFKfed  einploymrat  decl  toes  ac  a  resuh  of  bttsinets  cyde 
cootnctkim.  subsUvtfiaUy  eroded  kt  share 
neaC.  By  19SS.  the  ioAatty  employed  2.3  mUlion  wodcerr. 
AiMofoocnre  dnlert  and  aeivice  Matioiu,  a;  1.9  imHion  in 
19S5.  were  only  115.000  above  the  1973  level,  like  fcnenl 
faercfaandbe  alocts.  thb  tAdustry  was  severely  affected  by 
qrctical  dowobiTM  (whtdi  is  im  swprisiog.  iT'ea 
tzy's  ck;>e  attadnent  lo  Ae  vety  qrcBcally  sensitive 
amoirsbile  mamifactunni:  industiy).  In  additioa,  ibe  pao- 
line  crises  of  1973  and  1979  had  a  dtlrtcTir:«s  impact  on 
automotive  dealers  a:^  gasoline  service  stations.  Resultant 
losses  timiied  overall  en^)loyroeni  srowtfa  over  Ae  1973-SS 
period. 

Medium  growth  utdusnies.  The  butldir^  matetiaU  and 
piden  supplies,  apparc!  and  accessoiies,  furniture  and 
borne  fumishinp.  and  mtscellanoous  retail  industries  re{:ts> 
tered  substantially  freater  employmeu  gnmih  than  tiie  fast 
group  of  industries  9ver  the  poiod.  Among  these  four  indus- 
tries,  growth  wis  f.  t^poctiofuiely  the  smallest  for  the  buHd* 
lag  materials  and  gi  rden  supplies  industiy.  COmpfiscd  of  all 
stores  which  sell  p  imarily  hmiber.  hardware,  and  other 
building  supplies,  tfn  V  industry  grew  by  28  percent,  emptoy- 
tng  a  total  of  6S5.000  penons  by  1985!  Slightly  stronger 
employment  growth  occurred  within  ^;iparel  mA  acces* 
aories.  as  cloditng  stores  and  related  establishments  em- 
ployed about  1  million  persons  in  1985.  or  31  pctceot  more 
than  in  1973.  The  furniture  and  home  furnishings  industiy 
exhibited  fairly  sharp  growth,  expanding  by  3S  percent  to  an 
employment  level  of  735.000  in  1985.  Like  the  "slow- 
growth  group,  though  to  a  lesser  degree,  all  three  of  these 
industries  su^ered  significant  enjoyment  losses  as  a  result 
of  tfie  recessions  *^iich  occurred  over  tiie  1973-85  period. 
The  last  member  of  this  "medmm"*  growth  group,  mtscella- 
neous  reuil .  added  640.0(X)  wcHieiK  over  die  poiod.  reach- 
ing a  level  of  2.2  mUlion  workers.  This  represents  an  exptn* 
sioQ  of  41  percent  Miscellaneous  retail  includes  all  retui 


establtshmeott  that  cannot  be  dassilied  m  the  aevea  other 
industries,  sodi  as  drugstores,  bookstores,  and  mail  order 
bouses. 

Strong  growA  itufustrfa.  Food  stores  and  eating  and 
drinking  places  comprised  die  "strong**  growth  group.  The 
food  stores  industiy.  v^ich  inchides  all  businesses  ndiich 
primarily  sell  food  for  home  preparation .  grew  rapidly  over 
the  period  and  by  1985  was  the  second  largest  industry 
within  retail  trade.  Tlus  industry  Is  comprised  of  groceries, 
bdieries.  various  produce  markets,  and  similar  establish* 
ments.  There  were  2.8  nuUioa  workers  en^rfoyed  in  the 
food  stores  industry  in  1985.  rou^Iy  925.000  from  the 
1973  level,  rqwesenting  an  increase  of  50  percent. 

THe  etfitif  and  drinking  plabea  industry,  ^tthkh  remained 
die  largest  industry  in  the  division  duoughout  the  period, 
re^stered  die  highest  employment  growth  rale  since  1973 
among  die  eight  retail  iiKbtstries  (87  pcrxot).  Composed  of 
restaurants  of  all  types.  tncIudiDg  cafeterias,  fast  food 
restaurants,  and  sit-down  eating  places,  as  well  as  a  full 
range  of  establishments  engaged  in  die  retail  sale  of  bever* 
j^es  for  on-site  consumption,  die  industry  em^oyed 
5.7nullion  persons  in  1985.  up  2.7  million  since  1973. 
Thus,  this  industty  akme  accounted  for  half  of  total  emfrfoy* 
ment  growth  in  retail  trade  over  the  period. 

Eaiing  and  drinking  places  and  food  stores  industries 
togcdier  employed  8.5  i^ion  persons  in  1985  (about  half 
of  all  retail  workers),  and  accounted  for  71  percent  of  em- 
ployment growth  in  retail  trade  since  1973.  (See  chart  1.) 
Not  only  did  these  industries  grow  at  a  much  faster  pace  dun 
die  rest  of  retail  trade  during  expansions,  but  employment 
increases  in  dtese  industries  during  recessions  were  sufli* 
dent  to  largely  offset  declines  that  occurred  in  die  rest  of  die 
retail  industries.^  The  following  tabulation  shows  the 
changes  in  employment  in  die  eating  and  drinking  places 
and  food  stores  industries  and  all  other  retail  industries  dur. 
tag  selected  business  cycle  expansions  and  contractions 
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Job  frawdi  fiKtofs 

That  Mt  mmy  ftdort  which  can  be  aModaied  whh 
ttaficywm  growlh  hi  iciaU  trade  nnoe  1973.  Obviously. 
matMiBg  GOfttwiKr  deoiawl  b  btfdy  respomible,  and  to 
tonw  exlem»  this  tiapiy  relkctt  populMioa 
mcreaK  in  agfnfMe  hKsiw  over  the  ptnod. 
inpoftaatly.  there  mt  mmy  donofraphic  and  aodoeco- 
nooic  devdopneatt  which  have  directly  and  iadiiecily 
mag(a*»8d  demand  for  tooda  and  scfvicea  »  feneral.  faidud- 
tn|  the  fantased  incideaoe  of  woridnf  wocneo.  Md  thus  of 
two-faiooine  faoiliea;  aa  iKitaaed  number  of  penons  who 
Uve  alone;  awl  a  (caeril  tread  lowanb  increased  dcmnd  for 
leisure  time.  One  cad  product  of  iheae  changes  is  the  gradual 
toKTtinKe  of  a  nore  afflueai  sodcty.  ia  which  lime  has 
become  a  acarocr  resouroe.*  This,  in  turn,  has  fed  to  hi- 
creased  cussomerdennod  for  coQvcaieaoe.  Consumen  have 
leu  time  for  sbopptag .  and  dsey  want  to  be  able  lo  shop 


Chart  1.  Employmant  In  aating  and  drinking 
ptactt  and  food  storat  aa  s  (larcantaga 
of  amploymf  nt  in  ratal]  trada,  197345 
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whenever  time  becomt  available.  As  a  lesoh*  naay  letail 
alofts  have  not  only  increased  hi  abe  aid  number,  bat  have 
eipanded  their  hows  of  opendoQ  as  well  Both  factors  have 
resohed  in  the  addition  of  more  worixrs  in  ittail  trade. 
particuUriy  part-timers.  Probably  the  greatest  impact  of 
these  devdopmenls  has  been  hi  the  eating  Md  drifting  and 
food  store  ffftM*thi**ttHt. 

h  is  fsacrally  more  expensive  10  eat  uKals  prcp«ed  in 
restauraats  than  it  is  to  eat  at  home,  and  diis  disp«ity  has 
widened  over  thae.  Coasequeatly.  all  other  things  being 
equal,  oae  would  opect  10  aee  a  calbick  hi  the  amount  of 
doUin  spent  on  food  away  from  home.  In  fact,  their  has  . 
been  a  change  in  eating  habits.  Diia  from  ats  ^^pmrrr 
Expcwfiture  Swveys  bdicale  that  between  1972-73  and 
1982-<3,  not  only  hat  the  proooctioo  of  the  overdl  con- 
sumer's bo^  spent  on  food  declined,  but  that  of  diis  total 
food  bo^.  the  propottioo  spent  on  food  away  from  home 
'  has  increased  significaatly  This  preference  of  eating  out  to 
cooking  at  home  can  ceitamty  be  tssodatod  with  the  hi- 
oeasing  desire  lo  oonsenre  time,  ts  it  typically  takes  more 
time  to  prepare  a  meal  at  home  than  it  does  to  eat  out.  As 
noted  previously,  diere  are  many  groups  that  have  had  more 
constraintt  pla»d  upon  dietr  available  time,  and  many  of 
them  find  it  more  convenient  to  eat  out.  augmenting  demand 
for  the  bdusuy.* 

But  if  diis  is  the  case,  dien  why  has  demand  in  the  food 
stores  hiAistfy  hncased  as  well?  In  addition  to  die  marked 
population  growdi  over  die  period,  one  possible  reason  for 
the  increase  over  time  is  the  growing  divcntftcatioo  of  prod- 
uctt  ofTered  by  grocoy  stores.  To  meet  die  customer's 
growing  demand  for  convenience,  groccty  stores  have  b- 
creasingfy  offcred  many  sexvioes  and  producu  that  once 
were  the  province  of  odier  industries.*  These  include  the 
installation  of  delis  and  salad  bars,  service  ceoten  for  check 
cashing,  and  odier  sexvioes  such  as  film  processing.'^  U]d> 
mately.  demand  for  die  industry  has  increased  as  people  are 
able  to  obtain  a  wider  aelcctioo  of  goods  with  just  one  stop 
at  a  store,  thereby  savmg  time. 

Tedmical  imwratioDS  and  prodactivfty 

Employment  powth  hi  retail  trade  over  the  1973-85  pe- 
riod would  probably  Lave  been  even  r  ire  dramatic  had  it 
not  been  for  die  adoption  of  many  Ubor.saving  and 
management-related  innovations  which  have  helped  to  io> 
crease  productivity  hi  die  sector.  For  example,  die  use  cf 
computer  technology  to  manage  bventories  and  handle  cus- 
tomer billittg  and  accounting  has  limited  the  Uior  resources 
diat  were  once  needed  to  handle  diese  tasks."  In  addition, 
die  overit!  trend  towards  consumer  aetf>ielectioo  of  mer- 
chandise hu  limited  labor  requirementt  in  many  industries, 
such  as  the  pfoUferatiott  of  self-service  pumps  at  gas  stadons 
and  convenience  stores  snd  the  self  •sekctioo  of  producu  in 
apparel  and  department  stores. 

In  part  reflecting  diese  innovatiotts.  productivity  in  the 
retail  trade  division  increased  Mt  an  average  annual  rate  of 
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1.0  potMM  from  1973-«4.tlithtly  higher  dua  the  0.2  per> 
Moi  racwded  for    total  bvtiMM  sector."  Ho««vcr. 

diw|tiit  movcnKots  in  prodMCtivity  over  the  period ' 
for  nMy  of  the  detailed  rctftU  induitriet.  ta  fact*  amosi  the 
null  iadaatriet  for  wbicb  data  ai«  available,  rtwt  were 
aWnge  aMMHl  producti»ity  decUoes  for  eoly  two  iadM* 
tries,  calii^  aad  driidJiig  placet  aod  food  aioict.  As  in- 
creased oulpvi  can  be  aatisried  by  either  itKrcased  produc- 
tivity or  itiraaed  input,  these  two  indastriet  wctt 
ioaetstntly  reliant  vpon  labor  to  meet  the  hither  output 
rc<|uiitB>rnti. 

CiMtfKtaitCks  of  rtlall  %rarUrs 

Aa  mdetstaodisf  of  ccftain  characteristics  of  the  retail 
trade  work  force  helps  cipbb  csnpfoynKiit  patterns  and 
trsods  in  diis  indritxy  division.  HistorioUy.  the  retail  trade 
woric  force  hat  differed  in  many  respects  from  the  overall 
wock  force.  For  example,  the  ladusuy  has  typically  env 
ployed  t  dtspropoitiooately  larte  share  of  patt-tiine  woric* 
ert,  women  and  youns  persons,  sales  and  service  woriiers, 
workers  who  have  below  aven|e  cnminf:s,  as  well  as  Klf* 
employed  and  unpaid  family  workers.  While  this  profile  has 
changed  bttlc  between  1973  and  19&5.  there  have  been 
important  changes  in  the  proportiooaie  represcotatioa  of 
thcM  groups.^ 

Pan-time  workers.  Employment  growth  in  retail  trade 
may  be  somewhat  misleading  if  one  does  not  note  the  fact 
that  much  of  the  growth  reflected  Urge  increases  in  the  size 
of  the  part-time  component.  More  than  1  of  every  3  retail 
trade  workers  was  employed  on  t  part  ■tink.baris  in  19S3 — 


Tabta  2*  Paroani  distribution  ol 
•atary  wortiars  In  tht  racaN  trada 
charsdarladca,  Ifra  and  IMS  ar 
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tw'^  the  proportioo  of  total  nonagricvkural  employment. 
Although  the  aenrices  Industry  eoBployed  a  Urges  number  of 
part-time  wockert,  no  other  industry  had  such  a  Urge  pro* 
portion  of  kt  work  force  putting  in  fewer  than  35  hours  per 
week.  Part-tiine  cmpfoymeot  was  even  more  prevalent  in 
19ftS  tfian  k  had  been  12  years  earlier.  In  fact,  about  40 
percent  of  the  empfoymcat  growth  la  retail  trade  since  1973 
bat  been  among  part-time  workers;  the  relative  cootributioo 
of  paimimert  to  local  caoployinent  growdi  for  all  nonagrf* 
cohutil  industries  was  about  oae-founh.l*  (See  table  2.) 
This  finding  b  supported  by  data  from  the  establishment 
survey,  which  show  that  average  weekly  bows  la  the  indus- 
try have  fallen  by  about  1 1  percent  since  1973,  twice  the 
proportional  dedine  ia  all  private  aooagricultunl  Industries. 

There  are  several  reasons  pan-time  employroent  is  so 
prevalent  in.  retail  trade.  IVom  the  standpoint  of  the  em* 
pfoycr,  hiring  part-time  workers  b  aa  efTideot  way  to  han* 
dk  changes  la  the  extended  hours  of  operation  necessiuted 
by  ever-fluctuating  consumer  demand  for  retail  goods.  Con- 
turner  demand  for  many  producu  varies  aeasooally, 
monthly,  and  even  dally.  As  mentioned  earlier,  the  emer- 
geooe  of  a  'time^acaree*'  American  consumer  has  exacer- 
bated the  variability  of  peak  and  non*peak  periods  of  de- 
mand, tlie  result  b  ttiat  most  retailers  must  stay  open 
evenings,  Sanirdays,  and,  in  many  cases,  even  Sundays,  to 
capture  as  much  of  this  demand  as  possible.  However,  be- 
cause these  oscilUtions  in  demand  are  somewhat  predict- 
able, the  retailer  can  use  pait*time  labor  to  meet  the  demand 
at  any  given  time." 

Jost  as  many  retailers  have  a  need  for  pan*tinie  workers, 
so  do  many  workers  have  a  need  for  p«rt*time  jobs.  Part- 
time  schedules  are  often  fairiy  flexible,  allowing  the  worker 
time  for  other  activities.  Hus  being  the  case,  it  b  not  sur- 
prising that  women  and  young  workers  nuke  up  a  Urge 
portion  of  the  pan*time  workers  in  the  industry.  For  exam- 
ple, in  I98S,  two^thirds  of  the  part-time  work  force  in  retail 
trade  were  women.  For  many  women,  part*time  work  af- 
fords the  option  of  supplementing  family  income  while  rtiU 
allowing  time  for  maintaining  a  home  and  child  rearing:  for 
youth,  part-time  work  b  scheduled  around  school  atten- 
dance. 

PemograpMc  characteristie*  cf  workers.  When  com. 
pared  with  other  industries,  retail  trade  has  always  had  a 
disproportionatdy  high  concentraticn  of  women  and  yoong 
worken.  Women  accounted  for  just  under  two-thirds  of  the 
employment  growth  in  the  industry  between  1973  and  19&5. 
boosting  their  proportion  of  the  retail  trade  woric  force  to  just 
over  one-half.  ThU  increase  reflecu  changes  occurring  in 
the  work  force,  as  women  also  made  up  two-thirds  of  em- 
ployment growth  in  all  noosgriculninl  industries  over  the 
same  period;  as  a  result,  the  proportion  of  women  in  the 
wori^  force  increased  from  39  to  45  percent. 

The  situation  b  somewhat  differcm  for  young  woricers. 
Despite  the  general  aging  of  the  overall  woric  force,  young 
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««fcm  (16  to  24  ynn  oTar)  coMMded  aa  even  I«|er 
ifcMtofm>UttidcciiyloyiMciitkI9t5dtMihI973.ntt 
watcatiittydgctovtry  lafiefacitiwifa#iciwinibcrof 
i««iU«(orinn20to24yMnorife.lifkt««bo«t73peicaii 
<f  »c  facwMe  fa  totri  iirfiMry  rtiplnyiinK  for  worttn 
^20to24occwlWfa>^tMt^rwfe:T^wirn^ccoM^^^J 
lor  abo«C  1  oTcvwy  5  imO  worim  fa  1915.  Md  nofc  ibM 
W  or  an  fiBfdorid  IM  woricad  fa  fcltf  ttMk.  On  the 
«4ok.  abM  40  pcfM  0r«D  imfcm  fa  NttU  tale  were 
feH  Mm  2S  yMn«f  «ie  fa  1915,  twioe  «e  rocoMite  for 
omO  wotfc  force;  «ie  film  fa  1973  wot  M  Md  24 
pwcca(«  mpedivdy:  (See  tabfe  2.)  IVfc  ii  Ihtk 
fa  eUM  to  wbleb  iii4iiet  aad  mTMrkiet  hold  Jote  in 
letaU  trade.  AteM  17  pctcM  6r  bodi  while  MdHU^ 
wocim  ««ft  ca)(4oy«d  fa  the  Indattfy  fa  I9S5.  CMM^ 
widi  about  14  pcfccM  of  black  wodcn.*^ 

TliefC  are  several  lOcely  reaaooc  for  the  rcJachxIy  hich 
prevalence  of  ycm$  and  female  wodcn  in  retail  irede. 
Yooof  woriccnlypically  have  fewer  Job  ikilU  and  less  train- 
ing  dun  their  older  oowMeipam.  In  adduion.  as  mentioocd 
earlier,  both  yoMig  and  female  woiien  have  a  rcla(ively 
high  proclivity  to  work  part  time.  Based  on  the  fact  that  skill 
requireniettts  fa  the  indusuy  are  genetally  k>w»  and  that 
pwt-time  work  amngemcjm  are  often  easily  accdhuno* 
dated,  many  young  and  female  woikcnrtnd  pwiUons  in  the 
itAuuy  very  suitable. 

Oca^on.  Sales  and  service  Jobs  were  the  most  preva. 
lent  occupatioas  fa  retail  trade  in  I9M."  About  42  pcreeni 
of  aU  workers  fa  the  indttstiy  hekt  sales  positions,  and  about 
23  percent  were  employed  in  service  jobs.  Most  of  those  in 
the  Utter  caiefoor  worked  in  eating  mm!  drinking  places. 
Combined,  these  two  occupational  groups  accounted  for 
abnoM  tw<Hhiids  of  die  employed  total  fa  retail  trade;  t^as 
compares  with  about  25  percent  of  those  in  all  industries. 
Within  retail  trade,  the  most  prevalent  occupations  In  the 
sales  and  service  areas  were  salcswoiken,  sales  supervisors. 


TiMaS.  A.>.yii.,.i ^ awniiumiLt Li Mis 


MM 

m» 

HI 

m» 
ss 

114 

7M 

il7 

1$ 

sta 

SOS 

i» 

J 

IIS 

41 S 

Mi 

ai 

SU 

» 

IS 

1 

n» 

SIO 

114 

14 

117 

w 

7i 

a 

*2 

t> 

41 

7» 

1 

cashiers,  and  food  preparation  and  service  workers.  (See 
table  3.) 

Eamin$f.  Fsy  In  the  ttuil  trade  industry  has  historically 
been  below  average,  and  the  disparity  has  widened.  Weekly 
earnings  In  the  industry  (derived  from  the  Currtnl  Employ, 
roent  Statistics  survey),  at  $1 75  in  1 9S5,  were  58  patent  of 
the  figure  for  all  private  nonsgriculcural  wage  and  salary 
woikera:  this  ratio  was  down  from  66  percent  In  1973. 
Within  retail  trade,  weekly  earnings  ranged  from  a  hi^  of 

$273 in awomotivcdeafcrshipfwd service  statkxistoSli: 
in  eating  and  drinking  places  in  19S5.  (See  table  4.) 

A  study  of  earnings  in  the  industry  is  complicaied,  bow- 
ever,  by  the  many  vaned  pay  airangemcnu.  Commissions 
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Mvenl  ooinpooent  industrict,  Etnun|s  rocctvcd-on  t  A>nv^ 
misUoQ  btiis,  which  are  Included  in  Ihe  Current  Employ* 
mem  Smltdcs  lurvey.  occur  h  induitriet  with  i  heavy 
propoctioa  of  saktwocien,  aad  vaiy  accocdmg  to  product 
•otd.  Bif  ticket  iteuv,  mch  at  aiitoroobik»,  major  app)!> 
anoet,  and  Jewcby  offer  the  bsit  diancc  for  commiuiocv 
type  afraRfcmeatf.  Ftetumably,  tips,  whict)  are  ciicluddd 
frm  tfie  survey,  are  the  moU  common  type  of  cocnpewadon 

!  over  aod  above  refttJar  pay  in  eating  and  drinktAf  pUcef.  Ai 
a  rmh.  the  payroll  dau  aomcwhat  iiodcrvAie  the  avcn|c 
camingt  of  woricct  in  this  industiy. 

Many  johc  im  ittait  trade  offer  no  mch  wppkmcnt  to 
lefvlar  wages*  and  therefore  it  is  useful  to  look  at  the  cam* 
inft  of  workcra  paid  al  an  hourly  rale.  Dau  from  the  Oirrent 
PopdadooSun^  indicate  that  Ihe  u  'xtian  houriy  careinii 
for  retail  trade  wofkcn  paid  at  an  houriy  rale  in  19ft5  were 

.  S4.IS.  Aboui  two^hirds  of  those  workcn  paid  at  houriy 
rales  made  less  than  $5  an  hour.  About  ooe-founh  earned 
the  prevailmt  minimum  wa^  oT  S3.35  or  lc»— a  much 
lar|cr  ptopoctica  than  in  any^olher  industiy.  In  fad.  half  of 
all  minimum  wage  and  subninimum  wage  workcn  were 
employed  in  retail  trade.'* 

Hiere  at  several  charadcHrtics  of  the  retail  trade  woric 
force  whidi  can  be  astociaied  with  Ihe  geaenlly  low  cam* 
ings  in  Ihe  industry  divii^o.  IhcK  include,  among  others, 
an  oocupatiooal  ttnicture  heavily  biaied  toward  sales  and 
aenrioe  positioos,  employment  diiproportionatcly  composed 
of  young  worken,  and  industjy  operations  that  are  iiilored 
for  patt*time  positions.  Because  these  groups  and  job  char* 
actaristics  are  assodned  with  lower  pay  in  genenl.  it  fol- 
k>ws  that  earnings  in  retail  trade  would  be  affccled  nega* 
dvely.  Indeed,  the  ioctcasiog  propoctionaie  sizes  of  ihcie 


groups  in  retail  trade  over  time  may  bexelated  t04hc  widen> 
ing  eamings  gap  between  the  industiy  and  Ihe  all^iodustxy 
avenge. 

Sttf-tmplcytd  «md  wpald  family  worlbcn,  yfhXk  wage 
and  salary  employmeat  in  retail  trade  grew  markedly  be- 
tween 1 973  ao4 1 9SS.  Ihe  miniber  of  telf-en^ploycd  w<xkers 
in  the  iodzuuy  changed  very  link.  As  a  resuh,  thctr  propor- 
tion of  total  employment  declined  from  lOlo  8  percent  over 
the  period.  The  nun^  of  unpaid  family  workcn  b  the 
retail  industry  actually  fell  over  the  period,  and  by  19&S, 
they  represented  leu  than  1  percent  ofihe  employed  total  in 
the  lector.  Both  of  thetc  developments  suggot  a  decline  In 
ibe  role  of  lelf-owMd  retail  hitinrsirs  in  the  indu:dy. 

The  ULAtmLY  sntONO  employment  growth  in  the  retail 
trade  division  over  Ihe  2973-85  period  can  mostly  be  al> 
tributed  lo  extraordinary  growth  In  eating  and  drinking 
places  «nd  food  stores.  Althoui;h  a  few  other  retail  {txhiMrics 
exhibited  substantial  employment  growth  over  Ihe  perioJ, 
aeveni  facton,  including  the  Increased  Importance  of  spare 
time  and  convenience  to  contumen,  augmented  demand  for 
eating  and  drfnUng  places  ani  food  Mores  to  a  much  larger 
extent  than  that  for  retail  trade  In  genenl.  ftLS  projections 
indicate  that  employnient  growth  In  eating  aitd  drinking 
places  and  In  food  stores  will  ooniioue  strongly  through 
1995,  albeit  at  a  slightly  slower  pace  than  in  Ihe  pa5t.  Thii, 
combined  with  projected  declines  in  Ihe  rale  of  employment 
growth  among  other  retail  industries,  seems  to  suggest  that 
in  contrast  to  past  performance,  overall  retail  trade  en^>loy- 
mer^  growth  over  Ihe  1984-95  period  will  be  only  slightly 
stronger  than  that  for  all  industries.'*  □ 


btifu  cytte  ti^<tio«  mA  cmncOom  pcrtodt  mt  daamimti  by 
iw  NtfioMl  •««••  of  Emonk  Xnofcfc.  •  priviH,  Miynfii  fcwtfck 

HtcMm  *t  iwo  Mwm  4ktkt  la  MMioa,  comife.  MtAods  of 
colticiioa.  mi  iriiiiilis  Fooidtt,  ttHmutt  vt  twfkjfmu  m 
McMktl.  H.  a  4tuUt4  coMpMitoa  of  tiM  t««  tvr**!.  Mc  Un 
TiitMiiur/  }km'maim«l  <w  au  mof^  p*hfitkw.  trnfUymtm 

*Tht  Mowb«  \mitmj  patfi  coHyriii  *t       *two-«|;;*  una 

DC  »~Osa£»«  nCcM;  Mv^,  swdn  MpHy.  mi  Mobttt 
hoMMm 

»C  56— Ari*<tl     acoMMcy  Mom 
tK9f  llliril  fwofl 

MMtrkt.  Sm  «w  Omct  of  MMMtoDOM  Mrf  BWfci'i  1«M^ 
«rrf /liUrf  CUa^fiemim  Mmml.  im,  for  bfoMtoa  mA  a 
MM  tfMijM  aifliMiioa  of  At  eodfet. 


*im  tm  OwM  VXMff  IWr  (IvcM  of  *«  Cmm,  Nov.  t9t4}. 

tM  loMCt.  to     IM    rtltH  prodtKti  nfraeti  •  >Ntf' ri^ 
a CpwfWMfy.  pomW  ««ployiw«  dKlM  la  dKx  1*4^^ 
m  atfpMl  Hpwcw,  Su  bet  Am  uvloyaMM  la  Am  MMirkt  Ktw^ 
^  p€m  fitprifiCMdy  Mi«  «•  «Ma  momixm  nfbcii  coaiUmMt 

'^"ri^^'N^M.  ^mSSrmk  for  «•  lUttOiK  laAa^y."  /mt^ 
*Fof  H.<tm  IwfwiMilBa,  mc  lUywiad  Oitifia  mA  Jolki  Rotm. 
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«Sc«SlitA,p.7. 

^  rr*trn^  Gmm  witotA  'AmmI  K^pcni  of  *« 

"5<c  Mkfcid  A.  Oiiotai  Kotoii.  W— w,  Cw^xtmmdUcktf 
(BoMoa.  rrMb.  Wcto«i4  ScM*.  t9C5).  fp.  tK2^ 

t>D!U  «m  at  trill  I  ffon  pM^M  Md  ftthitgd  PMCrktt 
*•  lu  Office  of  Pmbdhrky  m4  TKftaolofjr.  TW  rraAxtlvfcy 
fl(m  fCfftMM  ««pai  per  hM  of  iB  pff«o«.  A  wtfc  MMMl  proAKitv. 
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TiHl  Mmm  Mdor  •  *•••**.'! 

lUcrilrait   j-^ 
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vest  EiiiiliM»MiHH»CM   "'^ 
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iKMdy  fcniDfil  Ml.  For  •  AKwioa  ol  *•  mw  drfMiiMi.  mc 
ThOMM  Nvtec.  TMi-dnc  wntwc  wW>  «v  Acjrr  tfMAff  t«*0r 

juwpr.  Mraior  lM«,r^ 

Itaik  Md  Kioo  Vm  Dm  W^.  fMi.Tte*  Labor  la  K^aOiaI^'''*"^ 
^JtftiOv.  FkH  IW4.  n>.  63^. 
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NATIONAL  COMMISSION  FOR  EMPLOYMENT  ^uLICy 
1522  K  Sti»tt,  NW,  Suitt  300 
WMh)n8ton«  D.C.  20006 


1202)  724.164S 


April  J5,  J987 


Honortblo  Ptul  Slaoo 
Chftlnun 

CoHidcCeQ  on  EaplojaenC  and  ProducClvlcr 
United  SCcCet  S«n«Ce 
SD-A62  Dlrkten  Sen«Ce  Office  Balldlng 
Vathln^con,  D.C*  20510 

Dear  Sooacor  Slaont 

the  S^r!Li;?!^^^'*^'*'5  opportunlcy  to  co«cnc  on  cho  legUUtlon  pundlnj  before 
iJLrM^r^'J**  °"  Es.ploj»«nc  «Dd  Producdvlcy  regarding  tho  .erlout  problcw 

Je^n!^  njoffl/*^*"'  '^""^^  "  ^"^"^  ""^^^ 

You  iiay  recall  that  on  April  6  I  tenC  you  a  policy  tcaCewinC  regarding 
I^ImI/  ^i?"*"?.'  f"^"""  •^^'P'***       ^^^'^  Co«l..loner.  aC  our  .oSc  recfnt 

V  ^Ix  ]  '^"^  retubalc  that  acaCeaenc  for  Che  record  (tee 

attached)  In  response  to  the  Federal  Inltlatlvet  proposed  In  both  S.  538.  th« 
SrS^iLr'Hi^^:''?"  Adju.t.ent  A-.l-fSce"^:  and  S.%l\ll'l  C)? 

the  Worker  Readjuttaent  Aaslstsnce  Act  of  1987. 

Si?"  ^".J?*  P^cett  of  conducting  further  antlytlt  of  thete 

n«t  iiLi;:;  T*^".r'?J**iJ:.*^  ^^"^y  .i.te.cnt.  at  our 

Zll  .i  tuL  T  J2  which  ve  are  hoping  you'll  be  able  to  attend.  Pleaae 
note  attached  letter  of  Invitation  dtted  April  9th. 

The  Con&lttlon  encourages  further  consideration  of  this  very  crucial  laaue 
of  national  concern.    Ve  look  forvard  to  working  with  you  further  In  the 
aontns  to  cone. 


Since relyt 


CErMdE  C.  MCDONALD 
Chalroan 


6,4 


2 


687 


NCEP  STATEKEKT  ON  WORKER  ADJUSTOENT 


The  Ntdional  CoMaittion  for  E«ploya«nC  Policy  velcoaet  legltlaClve  tcclon 
CO  ftcllictcc  ABcrlCitn  workers*  tdjutcaenc  to  chtnget  In  the  vorkplsce 
broughc  4bouC  bj  InCemtClontl  coapeciclon,  new  technology,  tnd  ocher 
economic  chtnget.   The  CoMlttion  belltvot  ChtC  Tide  III  of  che  Job 
Trtlnlng  PtrCnerthlp  Act,  with  reltCively  islnor  chtnget,  It  che  appropritte 
vehicle  for  tdJutUMnC  tervicet  to  workert,  which  uy  include  Job  tetrch 
attitCtnce,  eductCion,  training,  tupporc  ttrvicet,  relocation  attitCtnce, 
tnd  a  variety  of  ocher  opCiont  tulced  Co  individutl  needt.    Alchough  we 
tupporc  tdequace  funding  for  chit  tccivicy,  we  are  concerned  chtC  tny 
addlclonal  funding,  %.ichouc  Cechnical  ttsistance  and  a  beccer  undertCanding 
of  why  currenC  Title  711  fundt  tre  underuCilixed,  may  noc  produce  che 
detired  retulCt  of  adequtcely  tttitCing  ditloctced  workert*  Federal 
governaenC  sutc  tggrestively  attitC  tCtCet  and  tervice  delivery  areat  wlch 
retearch,  deoonscrtCion  projecct  and  an  excentive  infor&aCion  and  cechnir^L 
tttitCtnctt  ctapaign  on  effeccive  pcograa  detignt* 

Effeccive  prograat  need  Co  be  Cailored  Co  Che  circuatCancet  of  specific 
siCuaCiont,  buC  Che  Coaaitsion  findt  ChtC  chere  are  toae  principlet 
applicable  Co  alaotC  all  cttet.   AstisCance  for  diaplaced  workert  is  aosc 
effeccive  when: 


o       Flraa  provide  affecced  workers,  and  che  organizaCiont  which  can 
assltC  Ch*^.  tt  Kuch  voluntary  advance  nocicc  at  pottible  of 
clotures  or  aats  l^yofft* 

0      Job  tearch  atsisctnce  and  ocher  tupporc  tre  provided  in  che  work 
teccing  before  Che  ?.ccual  layoff  or  doting. 

o      Acdve  cooperadon  with  uniont,  where  pretenC,  it  an  InCegral  pare 
of  Chit  procets* 

o  There  it  coordination  of  prlvaCe  and  public  displaced  worker 
prograat  wich  progrtas  providing  uneaployaenC  insurance.  Job 
tearch,  adulc  and  voctClonal  educaClon  and  ocher  ttsiscance* 

o      Workers  are  offered  a  range  of  opdont,  since  people  differ  in 

Cheir  needs  for  lasedlace  incoae,  cheir  desire  or  abllicy  Co  Cake 
crainlng,  and  cheir  willingness  Co  relocace* 

o      Prospeccs  for  recall  or  cransfer  are  cooaunlcaced  realisdcally* 

o  CovernaenCs  ac  all  levels  supporc  snd  faciliCaCe  adJuscoenCs  Co 
new  slCusdons,  even  Chough  Che  uldoace  responsibllicy  is  wich 
firas  and  eaployeea* 

Tide  III  of  Che  Job  Training  Partnership  Acc  provides  an  effective 
basis  for  a  renewed  nsdonal  cooaiCaenC  Co  dlslocaced  workers: 

o       Recain  Che  flexible  Tide  III  ellglbllicy  crlceria,  specifically 
including  self-eaployed  individuals  such  ss  faraers  and  avoiding 
dve-consuDing  deterialnadons  abouC  Che  csuse  of  workers* 
uneaployaenC* 
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0      Ell«ln«t«  progrAB  matching  r«qu;-cment«»   The  CoMl««lon*«  ttudy 
of  JTPA  found  that  the  effect*  of  the  matching  requlreaenta  are 
either  negative  or  neutral* 

0  R<»qulrc  atatea  to  eatabUah  a  rapid  reaponae  Bechanlaa  for  «aJor 
plant  cloalng*  and  maaa  lay-offa,  but  allow  great  flexibility  In 
tha  daalgn  of  tha  syatea* 

0       Require  atatea  to  eatabllah  an  on-going  capability  to  aaalat 

dlalocated  vorkera  atatevlde  by  allocating  «  portion  of  the  funrfa 

<^^^gg^^v  H  ••gvicc  delivery  areaa  and  curketlng  the  program  

aggreaaively* 

0       Integrate  TAA  aervlc^a.  but  not  payaenta  to  vorkera.  Into  Title 


Finally,  for  the  long  tern,  the  Coaalaalon  recotnenda  that  the 
Adalnlairatlon  and  the  Congreaa  review  the  operation  of  the  uneaployaent 
Inaurance  ayatem  for  factora  that  may  tend  to  dlacourage  worker  adjuataent 
and  continue  to  experloent  with  prograa  dealgna  that  encourage  retraining 
and  other  early  Interventlona  with  potentially  long-tera  uneaployaent 
Inaurance  recipients* 
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NAnONAL  ASSOCIATION 


NSlr'id  OF  PRIVATE  INDUSTRY  COUNCILS 


April  17,  1987 

The  Honorable  Paul  Sinon 
United  States  Senate 
Washington,  D*C*  20510 

Dear  Senator  Simon t 

As  you  know,  the  Committee  on  Labor  and  Human  Resources  will  soon 
consider  legislation  to  improve  and  expand  services  for  dislocated 
workers*    The  National  Association  of  Private  Industry  Councils 
(NAPIC)  and  the  nation's  630  PICs  share  your  commitment  to  a  quality 
program  that  puts  American  workers  beck  to  work,  in  good  jobs,  and  in 
a  timely  manner*    NAPIC  convened  a  national  meeting  of  PIC  Chair- 
persons on  February  1-2,  1987,  to  discuss  this  issue  eunong  others* 
The  message  of  that  forum  was  loud  and  clear  from  the  200  PICs 
represented:    PiCs  have  a  unique  capacity  to  help  solve  this  serious 
problem  and  stand  ready  to  volunteer  their  time  toward  this  end* 

Our  ongoing  discussions  with  PIC  business  leadership  makes  clear  the 
overwhelming  support  for  the  precept  that  private/public  partnership 
should  underlie  all  policy  efforts  for  labor  market  adjustment 
assistance  to  dislocated  workers*    Policies  must  encourage  the 
coordination  of  resources  at  the  federal,  state,  and  local  level  among 
business,  government,  labor,  education,  and  community  organizations* 

To  foster  improved  coordination  of  resources,  the  partnership 
arrangements  under  the  Job  Training  Partnership  Act  system  should 
serve  as  the  foundation  for  the  continued  development  of  cohesive 
employment  and  training  policies  at  the  state  and  local  levels* 
Competing  or  duplicative  delivery  systems,  or  separate  categorical 
programs  that  take  no  account  of  what  already  exists,  would  waste 
scarce  public  resources  and  should  be  avoided*    Dislocated  worker 
policies  should  build  on  existing  approaches  that  have  worked* 

In  short,  local  partnership  authorities  (local  elected  officials  and 
private  industry  councils  who  are  responsible  for  planning  and 
coordinating  job  training  services  in  their  localities)  should  have  a 
role  in  the  substate  design  and  delivery  of  dislocated  worker  programs 
in  their  areas* 

Furthermore,  in  our  judgment,  dislocated  worker  legislation  should 
specify  a  local  service  delivery  system  component  to  assist  workers 
who  are  permanently  dislocated  from  jobs  in  local  communities  but  who 
are  not  served  by  plant-specific  programs  related  to  large  plant 
closings  or  mass  leyoffs*    (About  50%  of  those  permanently  dislocated 


Suite  600   1015  15m  Street,  N.W.,  Washington,  D.C.  20005 
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will  require  such  assistance*) 

Finally,  ve  suggest  that  Congress  not  establish  a  new  and  separate 
tri-partite,  state-level  advisory  council  £or  purposes  of  this  progroia 
alone*    Such  an  action  would  run  counter  to  federal  and  state  attempts 
to  consolidate  nunerous  separate  and  duplicate  advisory  councils 
required  elsewhere  in  federal  legislation*    Federal  policy  should 
utilir.e  the  existing  State  Job  Training  Coordinating  Councils 
(nodilying  them  if  necessary  to  meet  changing  mandates)  which  are 
legally  required  to  advise  the  governor  on  coordination  of  all  related 
prograi!S  and  services  for  labor  market  policies  in  the  state* 

We  appreciate  your  consideration  of  these  recommendations*    We  would 
be  pliased  to  provide  any  additional  information  you  might  require  as 
you  consider  new  legislation* 

Sincerely, 


Robert  Knight 
President 


Chairman 

Board  of  Directors 
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Chy  Ngticoot  Bonk 


April  7,  1987 


The  Honorable  Paul  Sinon 
United  States  Senate 
462  Dirksen  Building 
Washington,  DC  20510 

Dear  Senator  Sioon: 

Given  the  Past  pace  with  which  Trade  Readjust»ent  legis- 
lation is  moving  through  Congress,  I  aa  hopeful  you  will  receive 
this  in  time  to  take  our  views  into  consideration.    As  Chairman 
of  the  Private  Industry  Council  (PIC)  for  Service  Delivery  Area 
(SDA)  11  in  Illinois  (Kankakee,  Grundy  and  Livingston  counties), 
I  want  you  to  know  we  appreciate  your  leadership  in  the  Senate 
SubcotBiittee  on  BoBployaent  and  Productivity-  We  in  Illinois  are 
proud  to  be  represented  by  you,  just  as  I  was  honored  to  intro- 
duce you  at  the  National  Association  of  Private  Industry  Councils 
Conference  in  Washington  this  past  February. 

Last  week  I  attended  a  statewide  meeting  sponsored  by  the 
Illinois  Job  Training  Coordinating  Council;  we  were  briefed  by 
Bud  Blakely  of  your  staff  on  the  major  dislocated  workers  legis- 
lation pending,  in  particular  S538,  and  the  guaranteed  Job  Oppor- 
tunity Act.    Mr.  Blakely  was  most  impressive,  articulate,  and 
informative;  his  time  with  us  was  appreciated. 

My  primary  reason  for  writing  you  is  to  convey  our  strong 
feelings  that  any  new  program  created  by  congress  to  deliver 
training  and  employment  services  to  dislocated  workers  should 
be  administered  locally  by  the  Private  Industry  Council.  The 
PIC  has  established  a  track  record  that  proves  clearly  the  posi- 
tive effects  of  private  sector  involvement.    First,  that  involve- 
ment is  to  a  certain  extent  responsible  for  the  enforcement  of 
cost  effective  measures.    Secondly,  it  gives  legitimacy  to  the 
democratic  process;  a  working  partnership  between  government, 
business,  labor  and  education  exemplifies  the  democratic  process. 
More  importantly,  the  Private  Industry  Council  has  successfully 
localized  a  federal  training  program,  creating  relevant  localized 
employer-oriented  training. 

Given  the  Private  Industry  Council's  success,  a  new  program 
created  to  train  displaced  workers  with  an  entirely  separate 
delivery  system  would  be  destined  to  create  conflicts  and  dupli- 
cation of  services  that  could  hasher  efficient  delivery  of  both 


642 


The  Honorable  Paul  Sinon 
Page  Two 
April  1,  1987 


programs,    in  the  same  vein,  i  would  advise  against  a  dual  system 
of  statewide  delivery  of  in-plant  services  and  local  delivery 
of  out-of-plant  services,  as  Bill  S538  proposes.    Again,  a  dual 
system  is  almost  guaranteed  to  create  conflict  and  duplication 
at  the  local  level.    In  fact,  the  current  JTPA  Dislocated  Workers 
Centers  in  Illinois  have  been  delivering  in-plant  pre-layoff 
assistance  using  local  staff?  that  system  has  been  able  to  res- 
pond quickly  and  effectively  with  maximum  coordination  for  follow- 
up  training  services. 

Finally,  it  seens  to  me  the  most  compelling  reason  to  use 
the  existing  pic  system  is  the  time  and  effort  saved?  a  new 
program  can  be  implemented  and  delivered  quickly.    The  first 
several  years  of  jtpA  have  given  the  PIC  the  experience  at  evalu- 
ating local  entities  with  the  potential  for  delivering  services. 
They  have  "tested  the  waters"  and  eliminated  the  ineffective 
service  providers.    No  new  entity  could  do  better  &t  determining 
local  delivery  of  services. 

As  you  know,  Illinois  has  a  strong  community  college  system, 
and  in  SDA  #11,  the  PIC  utilizes  Kankakee  Community  College  as 
the  administrative  entity  and  grant  recipient  for  all  jTPA  titles. 
This  has  been  an  effective  strategy  for  the  PIC,  as  SDA  #11  in 
t  z  fiscal  year  ending  -Tune  30,  1986,  delivered  the  program  for 
the  lowest  cost  per  participant  in  the  State  of  Illinois  while 
exceeding  the  performance  standards  established  for  it  by  the 
Department  of  Labor.    However,  you  should  be  aware  that  the 
current  Dislocated  Workers  Program  (JTPA  Title  III)  is  being 
delivered  by  the  community  colleges  throughout  the  State  (including 
Kankakee  Community  College),  and  they  will  most  likely  speak 
out  with  a  strong  voice  in  favor  of  retaining  control  of  whatever 
new  program  Congress  enacts.    Because  the  colleges  do  have  an 
outstanding  track  record,  I  feel  confident  that  in  most  parts 
of  the  state,  the  PIC**  '  ould  be  likely  to  subcontract  with  them. 

Again,  I  realize  nil  of  this  legislation  is  being  moved 
through  quickly,  and  as  I  write  this  letter,  a  compromise  bill 
may  have  already  been  created.    If,  however,  there  is  any  oppor- 
tunity for  our  views  to  be  included  as  testimony  or  documentation 
for  Private  Industry  Council  involvement,  I  would  appreciate 
that  opportunity,    if  there  is  any  other  way  that  our  local 
council  or  staff  can  be  helpful  to  you,  please  feel  free  to  call 
on  us. 


PFfi:bls 


^tiejrely,. 


.a 


"l^aul  F.  Blanke,  Chairman 
Grundy,  Livingston,  Kankakee 
Private  Industry  Council  (SDA  #11) 
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Suite  700 

555  New  Jeney  Avenue,  N.W, 
WaihiDgtOD,D,C.  20001 


WASHINGTON  OFFICE 


202-393^903 


April  6,  1987 


Jay  Michaud 

Lsgttlative  Representative 

MEMORANDUM 

TO:    Bud  Blakey,  Counsel 

Subcommittee  on  Employment 
and  Productivity 

FM:    Jay  Michaud 

Legislative  Representative 

RE:    New  York  City  comments  on  S.538,  Economic  Dislocation 
and  Worker  Adjustment  Assistance  Act 


For  your  information,  I  have  attached  a  copy  of  the  New 
York  City  comments  on  S.538*    We  respectfully  request  that 
our  statement  be  submitted  as  part  of  the  official  hearing 
record  for  the  bill.    In  addition,  I  have  attached  a  summary 
of  New  York  City  recommendations  on  Title  I  and  Tiv.le  III  of 
the  legislation,  for  your  own  convenience* 

New  York  City  is  interested  in  working  with  you,  and 
Senator  Metzenbaum*s  staff,  on  this  important  piece  of 
legislation*    We  have  already  met  with  Al  Cacozza  to  discuss 
our  concerns  and  we  will  gladly  meet  with  you  if  you  have 
further  questions* 

If  I  may  be  of  assistance,  please  call* 


JM:vh 


Attachments 
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•MMAte  •iilMttiiMi  mi  Mrktrs  MJwtMat 

CMitttt  on  tobtc  Md  ima  at«otvo«ti  aubeoHittM  on  Ltbor 

AprU  3,  If  17 

aiftlr     «DWMc-^,  Oofvtj  iiyor  for  FiM»o9 
u«  SOMMlCt  MvoXoffvat 

City  of  anr  York 

btbftlf  Of  tbt  atf  Of  nov  lorlt,  X  voold  iikt  to  thdnk 
Bttbcoultttt  chxinian  NotstnUoR  and  big  diotinguishtd  eollM9Qto 
for  tbt  opportunity  to  ttotl^r  on  tho  propoMd  looncaio 
•flliloottion  and  workor  Adjastvont  jmsitttnca  Act,  Lf;^rodaeid  as 
f  .SSS.  v«v  Tork  City  Mpportf  tfao  ovtrall  oonoopt  and  goals  of 
9.53a  vhids  ooamita  IIW  aiXllOQ  In  foderal  ftmda  for  rr  «ai  for 
training  and  aaaiatanot  progrina  to  aid  dialoeatad  vorktra  and 
tbtir  faaUita,  aitinatt  tiit  iapaot  of  pxast  eloainga  and 
liyoff  a,  and  atabilisv/  local  tooncadta.  wa  atrongly  agrtt  witb 
tbt  propoaal'a  sUtad  finding  tbat  Mt  ia  in  tbt  national 
inttrtat  to  fo8ttr#  tbroaifb  privatt  and  poblio  annw,  tbt 
raaapioyaant  of  vorkarii  paraananUy  diaplaotd  f  ro«  taployjitnt*. 
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lti«  city  bit  «  ftiKbtr  cC  ■ptoltio  r«oMmikd«tioos  on  ttrtrtl 
ptoriiions  oontaiiMd  in  t.sat,  onUlMd  Mleir*  8«fort  turning  to 
atUiXtd  oewMitti  ana  luggtitioni,  X  voold  lik«  to  rtit«rtto  our 
ovtrdl  9QPport  for  tht  eoMitaaat  of  aadiUontl  xoaeurcos  for 
ditlocatta  vorktr  aMiota&oo.  At  tho  iuio  tiso,  vo  or 90  foteral 
Xmaktro  to  iritir  thii  propciMd  nm  prograa  ao  a  nootiMxy  and 
i^porUnt  eomiaittrnt  to,  ratbtr  than  a  aobatitota  for,  axiatin? 
fadaral  pco9raaa,  audi  aa  tho  job  Training  yartnarahip  Act  (oiTM) 
and  tht  Trada  Adjoatatnt  Aaaiatanoa  frograa  (TAA),  daaigntd  to 
aid  tht  natiott'a  onMpXpytd  and  aaaiat  ooMunitita  aofftring  the 
afftota  of  atraetural  ohangaa  in  tht  local  or  national  aconoay. 
tta  Trada  Adjaataant  xaaiaUnca  Vrograsi  vhicb  aida  vorkara  and 
coapaniaa  hoit  by  iaport  coapatition,  ahoold  ba  raauthorisad  by 
Congraaa  indaptndant  of  8.53 

SiUa  X  -  nialoeatad  fforkara*  MJaataaat  fanrlcaa 

IbQ  aarvica  daliTasy  ^yatas  aaUhliriiad  ondar  JTPa  haa  proran 
affactiva  in  providing  aoonoaicaXly  diaadvantagtd  and  dialocatad 
vorkara  vitb  tha  akilXa  naoaaaazy  to  Mat  tha  aa^oyMnt  naada  of 
baainaaa.  Sha  arm  iv^taa,  vith  ita  Xinkagaa  to  aconoaie 
davaXopMnt  and  ooaftaroa  and  indaatry,  and  throngh  ita  local 
aarrioa  daXlvary  araac  (ttA),  haa  proran  to  ba  a  auoeaaaful 
atchanian  to  diraotly  addraaa  tha  apacif  ic  naada  of  baalneaaaa  in 
ratponia  to  Xocal  aconoaic  oonditiona.  In  XfMf  for  aiaapla,  Itov 
Tork  City,  working  in  oonJmotion  with  tha  prima  aactor, 
davalopad  aaccaaaf  ta  «»plcyar-  and  indaatry-apaelf  io  prograsa  to 
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train  and.plaot  l,aoO  dltlootUd  vorlwrs  in  •  ?«ri«ty  of  groirth 
iiidttPtri«»  incattdi&g  rttaU  trad«i  printing,  tXactronica,  haaXth 
oara  and  finanoa.  Shaaa  afforta  vara  fiaanoad  vith  ank  fiUa 
ZZZ  raaooroaa.  Tat  tlia  noibar  al  dialooatad  vorkara  aazrad 
rapraaanta  only  1.3  pareant  of  tha  aatisatad  90#000  dialooatad 
vorkar  in  tha  City,  yhia  andaraeoraa  tha  naad  for  additional 
airrioaa  to  aaaiat  thoaa  not  corrantly  atrtad. 

aaaad  on  oar  •^^parianea  with  tha  axiatiag  WPA  ntla  zxx 
dialocatad  vorkar  ncegraa  in  atv  Tork  city,  va  haXiava  that  «.93a 
would  ha  anhanoad  if  aararal  proriaiona  affactlng  ftsiding  and 
adainiatratioo  vara  aodifiad. 

faadiag 

Tha  bill  aliooataa  aavanty  pareant  of  arailabla  f  tmding  to  atatas 
with  approrad  aarrica  plana,  raaaxving  thirty  parotnt  for  oaa  by 
tha  faoratary  of  Labor  for  diaorationary  and  asaaplary  pc^gtana. 
ondar  TitXa  ZZI  of  WA,  ftmda  ara  corrantly  allottad  diraotly  to 
atataa  and  diatribotad  thronglh  a  ooapatiUva  Xagaaat  for  froppaal 
WP»}  prooaaa  to  lo9aX  farriea  Dalivaxy  Araaa.  Aa  a  raanlt, 
ftmda  ara  oftan  act  cliamialad  to  tha  City  and  othar  tOAa 
throngfteat  tha  nation  in  a  tiaaly  Mnnar,  thaa  inhibiting  tha 
abili^  of  looaXitiaa  to  qaiokly  raapond  to  tha  aaada  of 
OKployara  and  dialooatad  vorkara. 

To  anaora  that  ondtr  tha  progran  pcopoaad  in  a.SSa,  Mv  york  City 
and  othar  roAa  vilX  raoaiva  tha  funding  naoaaaaty  to  aaaiat 
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4iiloofttad  vorlMtt  at  tht  lootl  l«vtl  in  tiatly  faAion,  va 
rtoOMMnd  that  an  intra-atata  fomttla  b%  addad  to  tha 
Ik  ^lalation,  nain^  tha  aaaa  anaaployaant  f aotora  aa  tha  pcopoaad 
fadaral  fonola.  In  addition^  to  pravant  tha  aocrtial  oC  anapant 
vorkar  adjaataant  aaai^anoa  aooiaa  at  tha  atata  lairal,  .  va 
racoaaaad  thot  tha  aaouat  oC  allovahla  carxyovar  f  o&da  ba  liaitad 
to  flftaaa  paroant  and  that  a  pcoriaioii  ba  aatabllihad  for 
raallotlag  tmapant  ftmda  to  araaa  vithin  atataa,  baaad  on  thair 
naad  and  ablli^  to  oaa  tha  f  oada* 

Atelaiatratiaa 

At  OttrrantXy  pcopoaadf  £.538  vooXd  giva  atataa  oonaidarat^a 
diaoration  vith  ragard  to  pcograa  aMnlatratloa.  For  inatanea, 
atataa  wonld  dataraina  hov  to  pcovida  rapid  raaponaa  to  aaaiat 
vorkara  facing  layoff  a  and  paraanant  job  loaa,  vho  wiU  dalivar 
aanrioaa  and  vbat  local  dalivasy  vftaa,  if  anyi  ia  to  ba 
aaUbliAad.  Noraovar,  vhila  otilising  tha  OtPA  adainiatrativa 
atrttctarat  tha  bill  doaa  not  tpaoify  a  rcia  for  Jmt  SDH' a.  Tat 
thaaa  fMa  ara  aaaantial  to  tha  aocoaaafttl  d«li¥axy  ^  oaplfiyaant 
and  training  acnricaa  at  tha  looaJ.  laval,  Bffactiva  aanrioa 
diliTaix  af%tmm  enrrantly  in  plaoa  aboold  bo  ratainad. 

Tha  Ci^  aapporta  tha  craatioa  of  ii  Dialocatad  workar  unit  at  tha 
atata  laral  to  coccdinata  at&ta  raaoorcaa  for  diaplacad  vorkara« 
axpand  and  iapcora  rapid  dalivasy  cC  labor  aatkat  .Jarricaa  to 
fima  aad  mplcyara  aff  acted  by  layoff  a  aad  plant  cloainga 
throiH^ottt  t:^  tUta,  and  prorida  pvavaativa  tacbaioal  aaaiataaca 
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t»  tftpieartri  to  «?trt  plant  eleiXnft  and  liQroCfi.  mm  ft,  tht 
ablll^  of  tho  auto  Vtdt  to  qiiickly  rt^pond  to  tht  iMods  o£ 
•poeifio  fims  and  dialooattd  vorkars  vUl  bt  afftotad  ty  tha 
•xtant  and  aatura  of  local  dialoeaaoa  and  tha  alia  of  tha  lubor 
••rkat  araa.  Va  8n99aat  tliarof ora  that  fi^a  with  a  popttlatioa  of 
500 ,000  or  aora  ba  antboriisa  to  daralop  and  im^m$nt  a  rapid 
xaapeaaa  aarrioa  dtXlTaxy  lyataa,  aa  appropriata,  to  addcaaa 
Xooal  aaada.  !Eha  fMa,  in  ooiijunuUcn  with  local  public  aeonenic 
daTalopaant  aganoiaa,  vosld  ba  raaponaibla  for  proriding 
raadjoataant  and  ratraining  aanrioaa  to  affactad  Mplc^tra  and 
laid-off  vorkara.  Adainiatrativa  Boniaa  ahotad  ba  alXotad  to 
•Ma  vhich  parf  ox»  thaaa  f  tmotlona. 

fto  anoooragt  looaX  participation  in  tht  adainiatration  of 
pcograaa,  va  aaggtat  that  f.SIO  ba  Mdlfiad  to  incloda  local  sMa 
aaong.  tha  groopa  and  antitiaa  rapcaaantad  on  tht  propoaad 
tripartita  adriaoxy  coandttaaa  and  vorkar  adjuatatnt  coMdttaaa. 
wa  ara  p&aaaad  that  tha  bill  offara  a  broad  dafiniUon  of 
•dialooatad  vorkara"  aligibla  for  progrM  banafita.  zt  inoludta 
•arYioa  and  prodaction  vorkara,  iadlTidoala  vho  hara  loat  thair 
•^t^^pl^ffmnt  aa  a  raanlt  of  ^irarall  aoononio  oonditiona,  and 
dlaplaoad  boataakara  trying  to  antar  tha  labor  f  oroa  baoauaa  thiy 
hara  loat  malr  apoaaal  aapport.  nxa  flaxibla  «ifiaition 
oorraotlr  racognlaaa  tha  onfoing  tranafomatiofi  of  tha  nation*  a 
work  faroa. 
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Wt  also  mtpp^tt  tilt  »•»  oi  tvm^  to  prorldt  a  raaft  of  iftl^r 
MclMt  •ttTiots  to  tfftett^  vorktri.  To  mmmto  tiMit  tte  btak  of 
iforkor  *45MitM«t  fMkb  art  for  •killo  rotrtitiift^  pucpooot, 
wo  go,  ntotf  tliotr  vliovo^  ■if»il»b3.o,  otkor  ooorooo  of  f«Uto9 
iitiliiio*  teforo  ooiat  fM4o  olXoo(%to«  oMoc  \him  pr 09000*  Aot#  to 
proiriAo  oik^  oorrioo»  00  liooAo  odoootloii  mi*  Utocoey,  o»d  otkor 
support  oonriooo.  «te>  hill  ooloiovloifoo  that  Itk^t  aorkot 
oorviooo  tad  loool  sotrainiaf  pro9tM«  AouIA  targot  acooo  of 
aocaad.  Aria  ro«alro»  oatoaaiv»  labor  Mtkat  roooafdi  bojoad 
inf  oxBoUoa  oorroatiy  arailalao  m^or  Vitlo  XT,  vort  v  of  ^o  Job 
TraialiHi  vartaorMbip  Act.  t.53t  rtioold  aoro  opocif icalOar  aadsooa 
tlio  ioaoo  of  araiXabXo  roooorooo  to  facUitata  labor  Mtkot 
roaoarcb  at  tbo  local  lortl. 

ViUo  XZ    lAvaaaa  Botlf  ioaUoa  aad  Ooaaaltatloa 

This,  titlo  roquiroo  oaplogrors  to  ^Ito  a^anco  notification  of 
plant  olooings  and  mss  laoroff s  to  affootod  oaplpyoos  and  atato 
and  local  pOTormonts,  with  a  Miniam  notification  ptiiod  of 
tbroo  aonths  for  l«qroffs  inrdving  ovor  50  oaploroos  and  a 
aaiiaoa  adranoo  notioo  of  a^x  aontba  in  tbo  aost  oororo  eaoos. 
MjnooapXiant  fims  aro  snbjoot  to  sororo  financial  ponaltios. 
Mow  York  CitT  otspports  tbo  ottdtrlyiag  ratiooali  that  oarly 
warning  is  aootooaiy  in  ordor  to  otfoctivaly  teplcgr  dislocation 
and  adjttstaont  aonrioos  boforo  dislooaticn  actmlly  oceurs. 
Bovcror,  wo  bavo  aoriooa  qoostions  about  tta  feasibility  and 
affootiTonasa  of  tbo  particular  aothod  propoaod  boro  to  a^iofo 
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tkls  «oil.  A  aora  flailbl*,  laotBtlv«>bAMd  «arl7  vtraing  nttn 
>ueb  at  otxrranUy  l>a.*«g  aatabllAad  In  Urn  »ork  fUta  throa^  tha 
•■aw  xork  Ooapaet^  av  ba  «  fcaearalila  aitecMtlTa,  Mating  tha 
MM  naada  vhUa  avoiding  potential  fcoblaaa  aaaoeiated  vith 
mnfCitotx  advaMo  Mtloa. 


Aa     iatxBtiTa-taaad    aotifioatiea    aaebanlH.,     vhleh  nCfari 
rrrticipating  finu  aubatontlai  «i»«neial  InconviTaa  in  azot^nai 
i2or  oontraotuaX  obXigntioaa  on  tha  part  ce  mwh  fina  to  giro 
adfwoa  netlea  vith  ragard  to  ikiitdoiraa  or  ItotU,  rapraaanta  a 
flaxibla  yat  potantialiy  affactiva  ancaach  to  pcoriilug  ..rly 
varning  oC  Antdowna  and  Hffottn.    fnch  a  ^atw  eo«ld  ginarata 
oonaidtrablc  banttita  to  aCfactad  looaliUaa.     For  iaataaoa, 
wdar  Hi*  Mm  Totk  Coaiwot,  onoa  laplaMnted,  participating 
oeapaaia.*  wHi   bcv.  acoaaa  to  «  varia^   «e  atata-icoridad 
tintnoial  4nd  taolinloaX  aaaiataaoa  vhlch  could  laaaaa  or  rararaa 
tha  planned  lagroef  or  plaat  eloaing.    At  tha  aaaa  tlw,  vhan  and 
if  a  p:  "t  eloalag  or  lairoff  occwra,  .ffactad  wplorMa  would 
xaoaiva  apaoial  aooaoaio  adjoataaat  and  job  training  aaaiataaoa, 
•loag  vith  aktandtd  kaalth  baaafita.    Tat  atadatoty  aotl£icaUoa 
raqulraaanta  aacli  aa  prepoaad  in  B.nt,  vhlla  addraaclng  tha  aaaa 
obJoctiTaa,  air  actually  iataaaify  tha  diaicnlUaa  oC  atraggliag 
firaa  and  baataa  tha  daaiaa  «C  ooapaalaa  at  riak  -  tharaly 
acoeXaratiag  aoonoalc  dialooatlon  rathar  than  praranting  it. 

faallar  firaa  in  particular  aigr  ba  uaabla  or  raluctant  to  giva 
aabatantial  adranoa  notica  of  planaad  l«yo£ea.    Whila  mi^  iraw 
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Terk  city  firM  art  Mtll  Mouilb  widtr  50  MplcyMs)  loi^ 

astOMtically  •s«ipt  ttm  tht  BotifiOAtie&  madata,  aai^  othar 
VMf  Tork  firMf  vhilt  vtilX  stlatiTtly  flMdl,  vacid  fall  ndar 
this  Madata.  tba  long-tam  atability  of  thaaa  finui,  and  thair 
aapaMli^  to  aorTiva  iMiaaaa  almpff  oCtaa  daptod  on  aooaaa  to 
oapltfX  oad  iaaaraaoa,  and  an  tha  X^altj  «d  tliair  baat 
mm^ln—^i  tlsair  oaataaara,  aad  aappliara.  X£  layoffs  kaatM  a 
aaoaaaity,  or  ovaft  a  i«saibility,  tiMsa  fina  »«y  ba  hatMd  bf 
mandatory  Flont  livuit  aotioaa  baoaoaa  tht  trtxy  agpport  atbrork 
vhioh  caifttaina  tht«  bt  tcodtd  or  daatrcyad  in  tiia  vakt  tC 
laoroff  pablioity.  rinandal  iaatltntioiia  s^y  ib«i  aaob  fima 
vhila  oiiataaars,  aapF^iars  and  ovan  aaiplqrtaa  (including  vhOM 
who  nay  not  ba  afftottd  by  a  fim  oont^racticn)  wy  tarn  to 
covpttitora  for  baaiaasa  and  jobs.  This  ooald  awka  a  pottntial 
plant  oontraetitn  or  ihotdovn  a  rtality,  apttd  ap  thia  diaia  of 
aranta  and  m^nitf  tha  dtMfa.  wockar  prodaotiTity  muy  drop  aa  a 
rasBlt  of  this  pablioity,  alonf  vitfa  a  fim'a  ovarall 
parfoxBtnca.  Xn  tha  oaot  of  larftr,  pabliely  htld  fima 
oontasplatiaff  oontrtctioa  or  layoffs,  Aartholdtrs  mty  alao 
anffar  as  oospavy  atook  xamffts  dot  to  prtMtart  ghotdoan 
anooonoaBanta. 

Xn  vto^^gnitittt  of  thaaa  potantial  problaaaf  a«9St  oontaina  a 
^*'Qt#  onabXing  tapltytra  to  owdt  tafflonts  or  thair 
i;epraaantatiTta  to  ooaf idantitlity  with  ragard  to  aantitira 
ieSocmation  Xiktly  to  ooaprotdaa  a  troablad  f  irn  vhila  aiding  ita 
Mapttitora.    Violators  of  thia  oonf  idtntiality  proriaion  ooold 
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U  htXd  llablt  tc€  k»f  flAMieitl  duMg*  rtMlting  to  th%  fim. 
1fkU«  tMi  claoHi  appMrs  to  «MfM:>  Uo  ooocMrno  calooa  aboro, 
QM^iM  it*  offootiToiMir  in  wcmm/tiw9^m%fiktir%  poblieity  or 
riBoari»t  Xt  i»   «icIoar»    for   iiict«iioo,  Uoir 

rtfOXotioso  «pirorAi»rMFl«m  oorfl^ontiaity  oo«l«  l»o  oaforood, 
km  tiio  aooJOnf  oC  tinKopoclfic  Htfoaotiott  oottia  bo  traoo^  to  o 
IttrUoolar  iii4ivi4iiol,  •««  bcir  MbM«C!»i^  ihaifi  ooiXd  bo 
Moooooa.  Norooror,  It  «pfMi:o  tNaikoXj  tb^t  lo^al  notion  to 
rooovtc  aM:«f»o,  oo«l«  tb«y  in  foot  bo  o>fort<^  a^inot  a 
opooif^o  «it&cro#,  vottia  bo  soooooofttl  fiiron  tbat  rocovoxr  binfoo 
on  tbo  ability  of  an  oB^logroo  tbrootono«  by  HiMcionb  job  loo» 
nnA  financial  intoourity  to  piy  for  asgr  web  taafov  MMttodly, 
inoontivo-baood  oarly  warninf  ayatoM  aoob  aa  tbo  «oo  7ork 
compact  poao  siailar  iaooosi.  Tot  tbiy  onablo  tboso  fima  iM^at 
oonaitivo  to  tbo  offocts  of  loakod  inforMtion  (aoatly  pallor 
fiSBO)  to  cbtoao  t  tirotn  snbatantial  bonoflts  attacboa  to 
notification  ooui^tutnta  and  tbo  no  ooMi^ta/bc  aaaiatanot 
altornativo#  lotring  it  up  to  a  fin  to  boat  aadoaa  ita 
aitoation* 

Aaotbor  iaaoo  o£  parti oalntr  oo&oorn  to  lloir  Tork  City  ia  tbo 
aOTOro  fina*^eiftl  ptnalty  -  pountitlly  thonatnda  of  dollara  a 
day  -  a  f im  violating  tbo  oarly  notification  roqoiroaont  woold 
faeo.  tibilo  TitloVxi  of  §M%  bart  boon  diaignod  priaarily 
to  oOTOr  largo  f  iraa  in  induatrioa  vitb  pcodiotablo  ptrf  otaanoe 
^ttorna  (tho  kinda  W  finia  typioally  foond  in  looationa  otbor 
than  nmt  Tork  City) ,  2027  Mr  Tork  City  f  inia  oould  aof f  or 
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tigoifioa^t  harathip  ondtr  this  pcorislcn.  For  inttanot,  tha 
parfotwuiot  ac  aaqy  otf  our  firsar  whldi  tand  to  ba  aiallar  than 
fins  netioairida#  dtpan^hi  oa  aaaaonaXly  dataminad  »arkat  tranASf 
■aking  such  finis  ill*>ainippad  to  pcadiot  lagreffs  sararal  Mnt'Jtis 
ia  adraaoa.  this  is  particularly  trna  for  asparal  ralatad  f ims 
(Mav  fork  City* a  Xargtat  aisgla  aoaroa  cC  aaacfaotaring 
aaplOfMat)  siiioa  «a  apparal  fisa^s  parfoniaaoa  cftan  dapeada  oa 
cuatonar  rorohaaa  cedars  vhich  taad  to  ba  aaootiatad  or  oancallad 
at  a  fairly  ahort  aotioa.  Apparal  fir»a  tharafora  ba  forcad 
to  lay  off  aaplcyaas  oa  a  di^tar  aotica  thaa  raqairad  oadar 
i.53i#  yat  thay  also  taad  to  qoickly  rahira  wcrkara  f  ran  tha  aaaa 
labor  pool  as  aaaaoaal  apiviags  incraaaa  baainaas  TOlima« 

Othar  Mmf  Tork  City  indoatriaa  oharaotaritad  by  aaaaonality  ara 
e07iag  aid  atoragar  tourist,  aad  food  ralatad  iadttstrias. 
isposiag  harA  f iaaaeiai  ptaaltias  oa  ooapaaiaa  act  cosplyiag  (or 
act  abla  to  ocvpiy)  with  aarly  waraiag  ra^uiraMata  cctsld  iapair 
iuti^  traditieaal  ssav  Tork  City  baaiaaasaa  vhicb  aty  otharwiaa 
adj&at,  racovar  aad  aorriTa.  wbila  S.SIt  ooataina  aa  aanpa 
olauaa  aaaaptiag  f irao  f  roa  tha  full  aarly  vara^ug  aaadtta  ia  tha 
oaaa  of  *uaforaaaaabla  badaaaa  circaastaaeaa*#  va  ara  coacaraad 
that  this  Tsgoa  laag;iaga  mt^  not  addraaa  tha  sitttat&oos  daacribad 
abova  aiaoa  aaaaonality,  althoa^  posaibly  pcavaatiag  firas  froa^ 
aocnrataly  pcadiotia^  layoffs,  ia  a  rocorriag  cyola,  and 
tharafora  act  aatiraly  "aaforasaaabla*.  iacondly,  this  olauaa 
appaara  to  still  attl4«ot  *^aaaptad*  firas  to  adraaoa  aotif ioation 
vhlla  oaly  ahorUaiag  tha  aotif icatioa  period.  9hia  aay  act 
provida  adaqoata  raliaf • 
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tttl^  22  Of  0.  5St  as  ctttrtntly  prepoMd  doti  not  elMrXy  mMfrnm 
111  sotiuirios  astooiatod  with  plant  eloainga  or  liyoff  a.  zt  ia 
not  «laar,  foe  inatanot,  vhtthar  all  Inatanota  of  ralocatioa  of 
facilitioa  and  joba  ttm  ona  jariadiction  to  anothar  would 
oonatitata  a  ^anfe  eXoaiaf*  or  ^aaa  ItfOtt^  for  tha  purpoaaa  of 
tMa  laglalatiottr  aithoaifi  tha  bill  laaguaga  aataa  to  imply  that 
all  ralocatiena  InrolTiag  B9ra  than  SO  aapHyaaa  ara  eovarad. 
ftaloeationa  of  a  fira*a  faoilitiaa  or  oparatlona  within  tha  «aw 
Tork  Ci^  Mtropolitan  araa,  ara  not  nsooMOo,  with  tha  rtlocatad 
faellitiaa  efua  drawing  on  tha  aaaa  labor  pool  althoas^  poaalbly 
eroaaing  jQriadietional#  aran  atata  linaa.  k  olaarar  dtfinition 
ragarding  thia  iaaua  would  aats  appropriata. 

Saoondly,  tha  propoaad  civil  panalty  dauaa  ooraring  nonooapliant 
fina  doaa  not  addraaa  banliruptey  aittiatii)na  whara  financial 
C«naltiaa  ispoaad  undor  thia  Act  oonld  conflict  with  outatandiag 
oraditora*  olaiaa.  Xt  ia  aaelaar  which  elaiaa  woold  hara 
priori^.  jaao,  in  -aatrcaa  oaaaa,  tha  thraat  of  financial 
panaltiaa  andar  Titla  ZZ  of  thia  lagialationf  coftbioad  with  othar 
financial  liabMitiaa,  oaaid  araa  pcCMpt  finui  to  oonaldar 
baahraptcj  to  atold  pv^nt. 

taatly,  mm  totk  city  ia  oonoarnad  that  looal  gpvarnaattta  ootad 
ba  andttly  ftmrdinad  oadar  tha  aarly  warning  i^cwiaion  aa  firaa 
atart  fiXiag  Xfit^^  notloaa  in  ordar  to  oo«pIy  with  tiUa  ZZ  avan 
if  a  layoff  action  niy  ha  only  a  raMta  paaaibility.  thia  cotad 
f ofoa  looal Itiaa  to  aa^and  aoaroa  r^taoo^oaa  to  prapara  foe  rapAd» 
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fln*i^cif ie  inttnrtation  without  aoffieitnt  knotfltd9t  to  asMss 
tilt  scotebilitgr  oC  a  saa&Md  Iigrofff  or  tho  abUi^  to 
dlatlngol*  b«tvatn  *roal*  and  aacaly  ^rtrantiva'  XioroCf 
warniagt  f  Had  to  avoid  aqr  pottntiaX  oMoosplianoa. 

Mtla  111  -  Paaoaatratiott  aodaXa  and  Di^orotiooary  Fro^ra^a 

Ctodar  YitXa  ZZX,  ■•SSS  fcopoaaa  aavaraX  nor  d«wnatration  »odala 
in  atlaot  oouuaitia:;  to  aid  diaXocatad  vorkars  and  haip  thaai 
ratutn  to  folI-ti»a  m^ogmnt.  For  tha  ptirpoaas  c£  thia 
proviaion,  it  ia  iaporUnt  that  JTHk  AM 'a  bt  Aaeladtd  aatHsg  tha 
antitiaa  and  crganisationa  aothorisad  to  oondaot  auch 
tf9B0tiatratioii  pcograaa.  «ba  piropoaad  sodala,  to  ba  tastad  in  a 
Xlftitad  nosbar  of  ataua»  wouid  ba  fmdad  throus^  diaerationazy 
allooatlona  aat  aaida  for  thia  par  pott  txom  tha  orarall  fandin^ 
allocation  for  tha  Dialooation  and  workar  AdljuatMnt  Aaaiatanca 
Act  aa  cairantlF  pcopoaad.  Aa  faoratary  of  Labor #  who  would 
tiatazaina  tlia  eilooation  of  ^Eiscrationas?  foods  anbjact  to 
apacifiad  liaita^  wonld  «lao  hava  ooaaidarabla  diacration  in 
chooaing  tSia  etataa  or  looalitiaa  auitabla  for  a  daaonatration 
Mdal. 

r^ila  1.53 1  pcoridaa  for  Aiaexatiooasr  fMda  for  aodi  uod^lm  to 
ba  t«irgatad  to  ccHiuaititat  "having  tba  largaat  niMbar  of 
dialooatad  workara"r  tiiia  Pforiaioo  laaras  rooa  for  oonaidfyrabla 
flaiibilii^f  giTan  tha  faot  ^t  a  *dialooaf  td  workar*  pr^p4l^tion 
MOT  N  hard  to  idantifjr.    tt4a  »v.ha  particoXarly  troa  in  Mv 
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Terk  Ci^  wbtrt  tht  cbtractsriitioa  of  •oenoaic  ditlocaUoii  m 
wiiiniiitmntlf  eitUfnti  and  hftcd«r  to  oatt9orii«r  than  ^.n 
traaiUoMl  natw  oollmc*  oonmiUM  wbtt«  oat  oospaoQr  or 
iadttttxy  it  th«  prla«qr  Moret  of  jobt.  ros  tht  par^oioa  of 
tiUt  ZXX,  it  is  ptrtieolarXx  iiqporUnt  to  eorrootly  idostbify 
•di«Ioeat«d  workora%  tiBiag  tht  farotd  difinlUon  proridAd  ondor 
fiUt  U 

A.  Oislooatod  Wpvlmvm  V^slBlBg  ftoaa  Dtiaoastratioa  frogroi. 

m«  dtaonatratloA  nodol  iroold  pcorido  Xotnt  to  tligible 
di«loait;td  worktra  for  vooaticoal  «Dd  on<»tht^jeb  traitting, 
btaio  odnc^atlonr  roxocation  asptnataf  and  obUd  cart  aasvieta. 
9ha  Cify  agrcaa  with  tbaaa  ivportant  fonding  prioritiaa. 
Mcmwx,  vt  bftliara  that  tha  aoat  appcopriata  wiiy  to  incraaaa 
training  and  job  opporttmitita  for  dialooata^  workara  ia  to 
diract  aoniaa  to  txiating  pcograaa  peering  auoh  sarYlota 
rathar  than  offac  loana  to  rocipiaata  tc  poroha^a  aarricaa 
diraotXy.  sbarafortf  wt  raooanand  that  thia  Xoaa  sodaX  ba 
oonvartad  into  a  grant  vachaniaii  «XXocaUng  additicnaX 
raaotaroia  to  iimpXaca  prograM  proridiog  th*  abava  actvieaa. 
Zn  addition,  rapi^MOt  of  (Sapt  vitik  intaraat,  aa  Xor  aa  it  »iQr 
ba,  ia  an  annaoaaaasr  finanei«X  btirdtn  for  workara  vho  hav* 
raoanuy  Xoat  thair  joba  and  who  can  avaiX  thaaaaXvaa  of  othar 
training  pfftgraaa  at  no  eeat* 
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MU  ■Bpl«ym«t  QpfortviUlty  MNutratioa  ffrvfirfiai 


M  st^rt  tkis  «o4tl  vhichf  Alftiltr  to  ii«9r«tivt 
•atrtprtMairial  srofruit  in  tegXaad  and  fxvxem,  vo«ld  tiisblt 
r^ciyicsts  of  oDtatf  eyaftttt  iagorftnot  to  dm  tb^r  btntf  iU 
Mod  oBjitol  to  liolp  Btut  tboir  eim  ^sImbs  vottt-orov.  Shis 
im  an  idt*  vortii  tooting.  Acoording  to  tlio  pcoi^ood 
logiiXationf  target  otataa  to  tost  this  wdol  would  bo 
stltotod  hasod  on  thtir  ability  to  prorida  tha  additional 
financial  and  uchnical  sappoct  ntotssax^r  to  halp  a  nm 
bnsinasa  ftt  starUd.  Xw  Xork  ftata  pcoridas  a  rangt  of 
traditional  and  innovatiTa  basiniss  asaietanea  and  training 
Ecograsa  (inoluding  incubator  srograas)  which  oould  sopport 
snob  tfforts.  Vav  Terk  Ci^  has  a  divarsifiad  labor  pool 
including  nany  di^ocatad  vorkars  vho  niy  hava  tha  knotf-*hcir 
and  tha  antropcanecrial  spirit  to  ttst  this  approaoh.  Zn  tha 
Clty^t  grasfcio  arts  indoatryf  for  aniiplaf  rapid  tacfanological 
changts  ara  posing  nmt  opportunitioc  for  skillad  vorkars  to 
capdtaliso  and  start  txm,  cwnpatitlTa  and  innovativa 
antarpritaas*      faztharf    tha  has  noaarotm  ocmunity 

doTalopft^  oerporationa  uhich  hara  tha  aspartiat  to  assist 
aoeh  fladgling  bnsintssss  fcx^ar. 

C*  maio  Varka  Aq^qTasnt  DOBOnatratioa  Vrograa 

fiia  City ,  ganarallar  supports  tha  oontiapt  of  poblio  works 
amj^cgraant  as  a  transition  to  j^ivata  aaotor  aal^oyMRt  for 
long-torn  unuiplcyad  and  public  assiotanoa  raoipl^Rta  in  araas 
ef  hi^  taaapKgrB'*^*      Bo««7«£r  va  baliofa  that  for  tha 
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porpoa^t  of  $.5Uf  poblio  fwdt  vouie  bttur  ^nt-  on- 
Kogra»9  to  troin  ^;  rotrftla  aitlocaUd  workers  for  priTott^ 
Mctor  jobn,  roUsic  than  for  pabllo  soetor  oapleyMtit  whi^ 
proriats  limltod  job  trtialag  opporttmitlos.  tmatr  tho 
propOMd  Aotelr  vo  roooaBt&d  thot  tho  olXocetion  foraola 
diaiiuito  or  rtdnet  tho  BttMpl^nt  roto  foetor  and  sort 
•oourottly  raf loot  tha  popolation  targttad  for  thaat  aarricaa 
by  Indadiag  enob  faotors  «■  tha  ralativa  nobar  ef 
iRdlTldoaXB  n?bo  bnra  baan  OBaBplpxad  for  f if taan  c/aa)ui  or  kora 
in  aaob  looality  aa  ooiparad  to  tba  total  niabar  of  aach 
individisais  in  all  local itiaa,  and  tba  raletiTa  nnbar  of 
adulta  raoaiving  apdc  bacaf ita  in  aach  locality,  xn  addiUon, 
to  anaura  that  araaa  of  hi||b  CQasplcyMnt  vithin  Vav  Torb  Ci^ 
ara  aiigibla  fos  funding  through  this  aaction,  va  xaeoaaand 
that  aadk  of  tha  fiva  oosntiaa  vithin  lav  Torb  city  ba 
ooncidarad  aa  aaparata  onita.  Noraorar,  ftanda  ibould  ba 
allottad  diractly  to  grant  raciplanta  aa  dafinad  nndsr  dm 
vbidi  ara  not  in  all  oaeaa  ^a  frivata  S&dpatsy  C9c»9ils  £s 
apaoif  iad  in  tba  bill. 

tuffioianfe  funding  abouXd  ba  aada  aveilabla  tsnder  thia  aaction 
to  anabia  0iAa  to  adtgoataly  aaaaaa  partielpanta  and  to 
prcvida  than  vitb  baaio  akillc  ti;aini&g#.  edBcatieoal 
raMdiationf  and  othar  sappast  aarviota.  wa  aiAo  eaocMnd 
that  tha  adM^,ni  strati  on  of  tha  peogras  including  solaoticn  of 
job  pccjaots  cfeOQld  raat  with  tha  0£A8.  zn  addition!  tha 
aatabliibaant  ef  job  olobe  should  to  l9£t  to  tba  diaoratlon  of 
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tht  rsAi  which 

l&ttTidWLlS  in 

atfiniUoo  cC 
tbt  4tf  initiocuil 
th«  t#nu  'i«nri 
and  "Qrant 
job  Vraiviing 
taong  th% 
in   th«  •«< 


acst 


•  th«  •sp«rtiM  find  d«»ODttr«ttd  fibiXi^  to 
appcopriato  Mcviots  to  aasitt  onfaplpyta 
pteptring  for  MpXe^ratat*     to  elarify  tis 
f^aotiont,  t•■pon•i^aiti•8  and  participtnti, 
Motion  02  8.531  iho&Xd  apaoif  ioally  ioaerite 
c%  DtXiTacy  Araao",  "adtainistrativa  lutitiat" 
lUieijH^ota",  as  aatabliihad  andtr  Titia  X  o£  tta 
firftttrabip  aot«   Laatlx^  BWm  Aoold  ba  inoladed 
antitijas  and  orgtniiationfi  aligibla  ta  partioipau 
an^   dwoBfitcation   pcofraaa   tmdar  tha 
Fond* 


fully 


ooaaun;  .tias 


2n  conciaaion/ 
B.53e  *thit 
laptctad 
f  raaoirork  of  an 
2t  is  ^aoififtxy 
viaad  to  ratain 
pcograsa  oarrontiy 


fhank  yoa 


Diac:  rati^ry 


vonld  lika  to  aopport  tha  finding  ttatad  in 
Mtting  tha  ncads  of  dispXaotd  workart  and 
oan  only  ba  aoooapliihad  vitbin  tha 
<k0onoay  providing  an  adaquata  noibor  of  jobs** 
this  point  which  Argtits  aoot  strongly  for  tha 
bosinsas  aasiotango  and  joba  dtvaiopaant 
in  0eoa  at  tha  fodaral  leral. 
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With  its  linkages  to  •conomic  devolopmdnt  and  the  private  lector,  through  lu  locel 
Service  Delivery  Areet  (50A)  and  Private  Indiistry  Ccjncll*  (PIC),  the  JTPA  tyntem 
h»»  proven  effective  in  providing  economicaUy  dUadvantaged  ond  dislocated 
worfeers  with  the  akJlls  neceeeary  to  meet  the  employment  neede  of  buelnew.  The 
JTPA  system  is  v^ell-eatabifahed  to  effectlv^y  address  the  needs  of  local 
businesses.  In  response  to  local  oconomic  conditions. 

For  Bxample^  utilizing  JTF  Title  lU  retources  in  1986,  Ncv/  yzz)z  Chy,  through  its 
Department  of  Employment,  in  conjonciion  with  the  privei*^  sector,  hso  developed 
successful  employer-and  indostry-jpeclflc  programs  to  train  and  place  1,200 
dislocated  workers  In  a  variety  of  growth  Industries  Including  retail  trade,  printing, 
electronics,  health  care  and  flnanca.  The  number  of  dislocated  vrorkers  served 
represents  only  JIJ  percent  of  the  estimated  90,000  dislocated  workers  In  the  City, 
thus  pointing  to  the  need  for  additional  services  to  assist  those  not  currently 
served* 

Based  un  our  experience  with  the  existing  JTPA  Title  UI  dislocated  worker  program 
In  New  York  City,  we  believe  that  S.  978  would  be  enhanced  if  several  provisions 
af footing  funding  and  administration  were  modified. 

Funtfing 

The  bill  allocates  70  percent  of  available  funding  to  states  with  approved  seivlce 
plam,  based  on  the  current  JTPA  Title  in  formula.  Thirty  percent  of  the  funding 
would  be  reserved  for  use  by  the  Secretary  of  Labor  for  discretionary  and 
exemplary  (^ograms.  Of  the  70  percent  allotted  to  states,  25  percent  would  be 
allotted  on  the  basis  uf  the  number  of  workers  displaced  by  plant  closings  or  mass 
layoffs. 

Title  III  monies  are  currently  allotted  directly  to  the  states,  and  dietrlbuted  by  the 
^states  throuQh  a  competitive  Request  for  Proposal  (RFP)  process  to  local  Service 
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Dellvery  Areas.  As  a  result,  funds  are  often  not  channeled  to  the  City  end  other 
SDA8  throughout  the  nation  In  a  timely  manner,  Inhibiting  the  ability  of  localities 
to  respond  quickly  to  the  rc^eds  of  employers  and  dislocated  worker** 

To  ensure  that  New  York  City  and  other  SDAs  receive  the  funriino  necessary  to 
provide  adjustment  and  retraining  services  to  dislocated  worker*  at  the  local  level 
In  0  timely  fashion,  we  recommend  that  an  Intro-stote  formula  bo  added  to  the 
legislation,  using  the  same  unemployment  factors  as  the  proposed  federal  formula. 

In  addition,  to  prevent  the  accrual  of  unspent  worker  adjustment  assistance  monies 
at  the  state  level,  we  recommend  that  the  «mount  of  allowable  carryover  funds  be 
limited  to  15  percent  and  that  e  provision  for  realloting  unspent  funds  to  areas 
within  states,  based  on  their  need  and  ability  to  use  the  funds,  be  established. 

AdmloistraUon 

The  bill  authorizes  state  governors  to  determine:  how  the  state  will  provide  rapid 
response  to  assist  vrorkers  affected  by  layoff  or  permanent  Job  loss,  who  will 
deliver  services  and  what.  If  any,  local  delivery  system  Is  to  be  established. 
Moreover,  while  utilizing  the  JTPA  administrative  structure,  the  bill  does  not 
specify  a  role  for  JTPA  SDAs,  v/hlch  arc  essential  to  the  success  ul  delivery  M 
employment  and  training  Jtervlces  at  the  local  level. 

The  City  supports  the  creation  of  a  Dislocated  Worker  Unit  at  the  state  level  to 
coordinate  state  resources  for  displaced  workers,  expand  and  Improve  rapid 
response  delivery  of  labor  market  services  to  firms  and  employers  affected  by 
layoffs  and  plant  closings  throughout  the  state,  and  provide  preventive  technical 
assistance  to  emf>ioycrs  to  evert  plont  closings  end  layoffs.  However,  the  ability  of 
the  state  unit  to  respond  quickly  to  the  rxjeds  of  specific  firms  and  dislocated 
workers  throuCyhout  a  state  will  be  offccwd  by  the  extent  and  nature  of  local 
dlslocetlon  ar«d  the  size  of  the  labor  market  area. 
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Wo  suggest  therefore,  thot  SDAs  witli  a  population  of  500,000  or  more  be 
authorized  to  develop  and  implement  a  rapid  response  service  delivery  system,  as 
appropriate,  to  address  local  needs.  The  SDAs,  In  conjunction  with  local  public 
economic  development  ngenclos,  would  be  recponolble  for  providing  reedjustment 
and  rctralnln.j  services  to  affected  employers  and  lald-of f  workor«.  Administrative 
tnonics  should     ellotted  to  localities  which  perform  these  functions. 

To  encourage  local  participation  In  the  administration  of  programs,  the  City 
suggests  that  the  bill  be  modified  to  Include  local  SDAs  end  PICs  among  the  groups 
and  entitles  represented  on  the  triportite  advisory  committees  and  proposed  worker 
adjustment  committees. 

The  bill  offers  a  broad  definition  of  "dislocated  workers**  eligible  for  program 
benefits  Including  white  collar  employees,  se>'vice  and  production  workers. 
Individuals  who  have  lost  their  self-employment  as  a  result  of  overall  economic 
conditions,  and  displaced  homemakers  trying  to  entsr  the  labor  force  because  they 
have  lost  their  spousal  support.  We  welcome  this  flexible  definition. 

The  City  also  supports  the  use  of  funds  to  provide  e  range  of  labor  market  services 
to  affected  workers.  To  ensure  that  the  bulk  of  worker  edjustment  funds  are  used 
for  skills  retraining  purposesi  we  recommend  that  other  sources  of  funding,  where 
available,  be  utilized  before  using  funds  allocated  under  this  Act,  to  provide  such 
services  as  basic  education  and  literacy,  and  other  support  services. 
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Titla  nL  -  Demomttmtlon  ModcU  •nd  Dlicratlonary  Proqramt 

In  addltioni  the  legislation  thould  ineludo  JTPA  SDAs  end  PICb,  among  tho  entitles 
end  organliatlons  eligible  to  conduct  demonstration  programs* 

A.  Dlsloceted  Workers  Training  Loan  Demonstratiuti  Program 

This  demonstration  model  would  provide  financial  loans  to  eligible  dislocated 
workers  for  vocational  and  on-the-job  training,  basic  education,  relocation 
expensesi  and  child  care  services.  The  City  agrees  with  these  Important 
funding  priorities.  However,  we  believe  that  the  most  appropriate  way  to 
Increase  training  and  Job  opportunities  for  dislocated  workers  is  to  direct 
•  monies  to  existing  programs  rather  than  provide  loans  to  recipients  to 
purchase  ser;*ces  directly.  Therefore,  we  recommend  that  the  loan  program 
be  converted  into  a  grant  program. 

In  addition,  payment  of  the  loan  with  Interest,  as  low  os  It  may  be,  is  an 
unnecessary  financial  burden  for  those  Individuals  recently  laid  off  from  their 
Jobs  and  who  can  avail  themselves  of  other  training  programs  at  no  cost.  It 
could  alto  have  the  effect  of  excluding  that  segment  of  the  eligible 
population  most  In  need  of  services. 

B.  Self  Employn^>ent  Opportunity  Demonstration  Program 
No  additional  comr;»nt. 

C     Public  Works  Employment  Demonstration  Program 

While  the  City  Is  wpportlve  of  the  concept  of  public  vrarks  employn^ent  as  a 
transition  to  private  sector  employment  for  long  term  unemployed  and  public 
assistance  recipients  In  areas  of  high  unemployment,  we  believe  that  funds 
would  be  better  spent  on  programs  to  train  or  retrain  dislocated  workers  for 
private  sector  jobs  rather  than  public  sector  employment,  which  provides 
limited  Job  training,  tinder  the  proposed  model,  we  recommend  that  the 
allocation  formula  eliminate  or  reduce  the  unemployment  rate  factor  and. 
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more  occuratoly  reflect  the  population  Urgetod  for  such  sftrvlces  by 
Including  such  fantort  qs  the  relative  number  of  Individuals  who  l.ave  been 
unemployad  for  15  wceka  or  more  In  each  locality,  as  compared  to  the  total 
nuinber  of  such  Individuals  In  all  localitle9»  and  the  relative  number  of  adults 
receiving  AFDC  in  each  locality.  In  addition,  tc  aricure  that  areas  of  high 
unemployment  within  New  York  City  are  eligible  for  funding  through  this 
section,  we  recommend  that  each  of  the  five  counties  within  New  York  City 
be  considered  as  separate  units.  Moreover,  funds  should  be  allotted  to  grant 
recipients  as  defined  under  the  Job  Training  Partnership  Act,  which  ore  not  In 
all  ceses,  the  Piivate  Industry  Councils,  as  specified  In  the  bill.  Further, 
sufficient  funding  should  be  made  available  under  this  oectlon  to  enable  SDAs 
to  adequately  assess  participants  and  to  provide  them  with  basic  skills 
training,  educational  remediation,  and  other  support  services. 

Wo  olso  recommend  that  administration  of  the  program  including  selection  ot 
Job  projects  should  rest  with  the  SDAu.  In  addition,  the  establishment  of  job 
clubs  and  the  provision  of  other  services  should  be  left  to  tlie  discretion  of 
the  SDAs,  which  have  the  expertise  and  demonstrated  ebll'ty  to  determine 
the  most  appropriate  services  to  assist  unemployed  Individuals  In  preparing 
for  employment. 

The  definltlonel  section  of  the  bill  should  also  Include  a  definition  for  the 
terms  Service  Delivery  Areas,  administrative  entitles  and  grant  recipients,  as 
established  under  Title  I  of  the  Job  Training  Partnership  Act. 

Finally,  SDAs  and  PlCs  ..tould  be  Included  among  the  entitles  and 
organizations  eligible  to  participate  In  the  exemplary  and  demoniitratlon 
programs  under  the  Secretary**  Discratlonary  Fmd. 
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Senator  Simon.  The  hearing  stands  adjourned. 
[Whereupon,  at  11:52  a.m.,  the  joint  hearing  was  adjourned.] 

C 


ERIC 


671 


75-579  (672) 


